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Indus tr la l lzat lon i s bellevecl to be a de f in i t e 
and quick way to eoonomic development of any backward 
and underdeveloped economy in the world, i t has there-
fore been Invariably the most predominant oort^ x>nent of 
the historic development s trategies in developed countries. 
The developing countries l i k e India, which are now more 
or leas passing through the earl ier stages of eoonomic 
development in their economic history are seriously opting 
to the cpal of industr ial izat ion under the global p o l i c i e s 
of planned economic development. The Third world countries 
have observed that there i s a strong and pos i t ive relation 
between the wealth and standard of l iv ing of a oountry 
and the extent of i t s industrial izat ion. I t i s a fact that 
industrial ization i s a process which increase income levels« 
productivity, enqployment oj^Tortunities, promotes agricultural 
development; strengthens foreign trade and s trateg ic indus-
tr ies in the country, our study i s based on the probi^ns 
of "Capacity Ut i l i zat ion in Selected Basic Industries of 
India*. Basic industries are those industries which pro-
vide essential inputs for the development of other indus-
tr ies and the economy or the process of Indus tr ia l izat ion 
bases upon these Industries. The selected basic 
Industries which mainly taken into account such as 
Power ( E l e c t r i c i t y ) / Fert i l izer and Cement industries. 
They have purposely been selected because they provide 
basic inputs used for the further production. The 
sectoral development greatly depend upon these products, 
as f e r t i l i z e r i s most inportant in growing the farm crops 
raising the productivity of land. Similarly power and 
Cemeit are both equally important for agricultural and 
industrial development^ that i s why their demand and supply 
both have been increasing faster/ oonpared to other basic 
industrial inputs. 
The object ive of the/present study i s to analyse 
overall performance of capacity u t i l i z a t i o n in 
basic industries / namely^ Power/ Fertilizer^ and Cement 
industries*^ The^oJy^ctive>»r^5«r^ two 
bxDad headings t 
i ) To evaluate overall development and performance 
of selected basic industries of India. '^—•/ 
i i ) To examine the capacity u t i l i z a t i o n / problems 
and government po l i c i e s in selected basic 
industries of India from 1980-81 onwards., 
The methodology In this thesis i s analytical in 
nature. ^^^^0f^trie3i to examine the problems relating 
to the subject with the help of the (3ata« ta]Ken from 
Secondary Sources .^Stat i s t i ca l tools have also been used 
to process the data and to reach the meaningful resu l t s . 
The e i t i r e study has he&n divided into Seven 
chapters. A summary of each chapter i s given chaptervdse 
in the paragraphs that fol lows. 
Chapter - I I : This chapter deals the industrial set-up 
and structure in India in the pre and poat-ind^endence. 
There was decline of rural euid v i l l age handicrafts indus-
tr ies during British rule in India. This decay was caused 
part ly due to the oonpetition from British manufactured 
goods and partly due to discriminatory ^jco-nc^^policy 
of the British Government. The intact of British connec-
tion and industrial revolution led to decay of Indian 
handicrafts industries. Factory system and the pattern 
of industrial ization introduced during the Brit ish rule 
in India served only Br i t i sh in teres t . I t did not resu l t 
in the industrial development of India, Only few indus-
tr ies l ike ootton* jute / iron and s t e e l , sugar, f e r t i l i -
zer and cement e tc . / developed but a systematic approach 
to Industrialization was lacking, as i t would have been 
against the British i n t e r e s t . There was, thus, lack of 
developmtfit of basic and s trateg ic industries. The 
country was mainly dependent on imports of camodit ies 
meant even for dal ly use. Jus t after independence. 
Pandit Jawaharlal Nehru then, the f i r s t Prime Minister 
of India put great emphasis upon the development of heavy 
auid basic industries that was synonymous to industr ia l i -
zation. Nehru's economic po l i cy helped make remarkable 
achievements in agricultural productivity per hectare on 
account of application of seed, f e r t i l i z e r , technology, 
building of reserves of foodgrains, a high degree of 
industrialization espec ia l ly in the capital goods sector 
through a leading role played by the public sector. The 
Gbvemment of India introduced several Indus trial po l i c i e s 
s ince 1948, Besides i t the f i r s t priority was given to 
industries in Second Five Year Plan. At that time i t 
was real ly a bold step for the industrialization and i t 
was called as an ambitious plan. These steps have resul -
ted in the diversif icat ion and expansion of India's 
induatrial caoacity and capabi l i ty . India ultimately 
became se l f - su f f i c i en t in consumer goods and in basic 
aoDinoditles l ike steep and cements while the capacity 
of new industries l ike f e r t i l i z e r s i s rapidly expanding. 
The present po l i cy ' i s much more conducive for both 
domestic and foreign investment than what, i t had been 
in the past . However* there are now a host of countries 
trying to woo foreign investment with much more conducive 
economic environment in India. Overall the industrial 
diraate i s now well developed and more favourable in India 
in conparison with other developing countries. 
Chapter - I I I : This chapter deals with a certain 
selected basic industries and their respective role in 
the development process of a planned developing countries 
in general and that of India in particular. The selected 
basic industries are/ namely* - Power, Fert i l izer and 
Cement industries . Power industry i s the most useful, 
convenient and versat i le form of energy. Therefore,demand 
of e l e c t r i c i t y has been growing at a faster rate than 
other forrna of energies. Before independence there were 
a few and small power stations in India which were owned 
and operated by private as well as public establishments. 
The Electric i ty Act 1948 forms the basis of the adminis-
trative structure of the e l e c t r i c i t y industry. The Act 
provides for the se t t ing up of a central Elec tr ic i ty 
Wthority (CEA) and State Electr ic i ty Board (siffi) to 
develop a national power po l icy and to coordinate the 
a c t i v i t i e s of various agencies. Recently Government 
cleared Foreign Power Projects into different parts of 
the country. A huge investment of Rs. 265,779 crore has 
been proposed to be made in the e l ec t r i c i ty g^ieration 
projects in the country. There are 280 projects under 
in^leraentatlon or in the proposal stage. 
Fert i l izer has become an international oomnodlty 
among the a l l crop production inputs that help to increase 
world's food supplies . In India the use of chemical ferti-
l i z e r s started at the end of nineteenth century by Irrport 
of ni trate from Chile. In the beginning, the use of 
f e r t i l i z e r was mainly confined to the f er t i l i za t ion of 
tea and coffee plantations. The f i r s t f e r t i l i z e r produced 
was s ingle Super Phosphate (SSP) in 1906 at Ranipat in 
Tamil Nadu. According to the 1956 Industrial Pol icy 
Resolution, Government very much en5)haslzed the produc-
tion o£ f e r t i l i z e r s establishing the factories in public 
sector and allowec3 the private and cooperative sectors 
to do the same. Fert i l izer industries have shown a 
remarkable progress and a number of f e r t i l i z e r factories 
have be^i established in every oomer of the country. 
India has been producing only nitrogenous and phosphatic 
f e r t i l i z e r s and demand for potass ic i s being met through 
imports. 
C^nent Industry i s iiaiportant for economic develop-
ment of every country in the world and i t has inportance 
for oonstructicMi ac t iv i ty on a large sca le . The Indian 
cement industry i s the f i f th largest producer in the 
world, with an aggregate turnover of over Rs. 100 b i l l ion 
in 1993-94, Cement industry came into existence in 1904 
in India. After independence, cement industry In India i s 
mainly located in Madhya Pradesh, Tamil Nadu, Andhra 
Pradesh, Rajasthan, Gujarat, Bihar and Kamataka. After 
decontrol of cement in 1982/ India i s exporting cement 
to the neighbouring countries l i k e , Nepal, Pakistan, 
Bangladesh and sr i Lanka. The cement industry baa 
8 
achieved a growth rate of 8.3 percent in the current 
year over the corresponding period of the l a s t year. 
Chapter - IV: This chapter analyses the trends of 
povrer# f e r t i l i z e r and cement production, consumption and 
their ^cports-inports in India. India has achieved 
trem^idous progress in raising power consumption. In 
the 1950s, percapita consumption of power in the country 
was around 16 KWH only. I t increased the 283 KWH per-
capita power consunptlon in 1992-93. The industrial 
Sector i s the largest consumer of power in the country. 
The demand for power has been increasing rapidly from 
120.1 b i l l i on KWH in 1980-81 to 378.2 b i l l ion KWH in 
1995-96. On the other hand supply of power has a lso been 
increasing from 104.9 b i l l i o n KWH in 1980-91 to 351.3 bn. 
KWH in 1995-96. So far as the generation / production of 
power in the country i s concerned i t i s some better shape 
but the supply of power has been very much irregular and 
defect ive . Agriculture and industry both faced a l o t of 
problem due to low shedding and timely and untimely cuts . 
Due to large infrequency in the supply of power our pro-
duction as well as transportation i s very much inversely 
affected. 
Cbnsumption of nitrogenous/ phosphatlc and 
potassic f e r t i l i z e r s went up from 69.8 thousand tonnes 
in 1950-51 to 12^364.4 thousand tonnes in 1993-94. Pro-
duction of both nitrogenous and phosphatic f e r t i l i z e r s 
increased from 40.1 thousand tonnes to 9100.9 thousand 
tonnes in 1993-94. The gap betwe^ consunption and 
producti(Mi also rose from 29.7 thousand tonnes to 3263.1 
thousand tonnes during the same period. This gap i s 
f i l led by in?jort8 of f e r t i l i z e r s in the country. I t may 
be said that increase in demand and insuf f ic ient progress 
in domestic production imports of NPK f e r t i l i z e r s reached 
as high as 3167.3 thousand tonnes during 1993-94 as 
against 2960.8 thousand tonnes in 1992-93, The value of 
inqports also increased 8s. 22160.1 million in 1993-94 as 
coiH)ared to te. 19341,9 mill ion in 1992-93. The study 
of the trends in production of f er t i l i zers # their oonsurrp-
tion and the imports reveal that Government of India paid 
i t s attention to provide more and more f e r t i l i z e r s to the 
farmers so that their use might be widespread in obtaining 
the highest poss ib le agricultural production in the 
country. 
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India la one o£ the top eleven producers o£ 
cement in the world but currently in 1992# I t has attained 
the fourth posit ion among the producing countries after 
the USA« China and Japan. Cement production went up 18.60 
million tonnes (MT) to 63 MT from 1980-81 to 1993-94 and 
oonsun^tion increased from 27 MT to 60 MT during the same 
period. I t i s c lear that demand and supply showed a 
continuous upward trends in the country and production was 
in surplus. I t touched the level of 3 MT in 1993-94. 
Therefore, India i s now exporting cement to the SAARC 
countries. 
;«nong these three basic industries , namely. Power, 
Fert i l izer and Cement t t e t cement Industry has emerged as 
a roost progressive basic industry. During this period 
the level of i t s production not only to cater the Internal 
demand for cement but i t has also been exporting a good 
amount of cement to the neighbouring countries. For the 
country l i k e India i t i s a good sign of searching out such 
item for earning some foreign exchange. 
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Chapter - V: This chapter deals with the u t i l i za t ion 
of capacity and problems of these basic industries of 
India from 1980 onwards. The instal led capacity of power 
industry was 30214 Mw in 1980-81 and i t increased to the 
leve l of 81164 MW in 1994-95. The compound annual rate 
of growth i s estimated 6.8 percent of capacity during the 
same period, on the other hand« production of power 
increased from 12653 MW to 40071 MW during the year from 
1980-81 to 1994-95, The compound annual rate of growth 
of power generation i s estimated 7,9 percent during the 
corresponding year. The correlation between capacity 
and production of power industry i s 0,93 that shows pos i -
t i v e correlation betwe^i them. But capacity u t i l i za t ion 
i s only 5o percent on an average during the entire period 
of study. The capacity u t i l i za t ion of power industry i s 
very poor. The co-e f f i c ient of variation in 15 years i s 
calculatecl 25,07 percent only. There are s t i l l a number 
of problems which adversely a f fec t the capacity u t i l i z a -
tion of power industry in India. The problems are such 
as plant load factors, transmission and distribution 
system, poor quality of coa l , irregular transportation 
f a c i l i t i e s , economic pricing and other factors. 
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The production of f er t i l i zers went from 301 MT 
to 910 MT and capacity Increased from 592 MT to 1133 MT 
during the same period I . e . , from 1980-81 to 1993-94. 
The correlation between production and Instal led capacity 
of f e r t i l i z e r s I s highly posi t ive that i s the le»e l of 
0.98. On the/(slde the compound annual growth rate of 
capacity In 14 years Is 4,7 perceant and 8.2 percent com-
pound annual growth Is estimated for production of f e r t i -
l i z e r . The capacity u t i l i za t ion of f e r t i l i z e r s Increased 
from 51 percent to 80 percent in the corresponding year 
i . e . from 1980-81 to 1993-94. In these periods the 
co-eff ic ient of variation in capacity u t i l i za t ion i s sa t i s -
factory and i t becomes the level of 13.43 percent. But 
there are some problems in attaining the ful l capacity 
ut i l i zat ion in f e r t i l i z e r industry due to power cutS/Shor-
tage of supply of raw-materials, equipment problems, etc . 
Therefore, there i s a remarkable progress both in capacity 
and production of f e r t i l i z e r industry in India. 
Cemeit Industry i s well developed in the country 
and i t shows tipward trends. Capacity of cement industry 
touched the leve l of 79.09 MT in 1994-95 from 26.99 MR in 
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1980-81. Additional capacity increases yearly during 
the same period. The CbinpoUnd annual growth rate in 
15 years i s estimated 7.4 percent. Production of cement 
Increased from 18.60 MT to 65 MT during the period i . e . 
from 1980-81 to 1994-95. The con?x>und annual growth rate 
from 1980-81 to 1994-95 i s calculated 8.6 percent. The 
correlation between capacity and production i s highly 
p o s i t i v e and i t comes to 0 .99 . The capacity ut i l i za t ion 
increased to 82 percent from 69 percent during the same 
period. The co-ef f ic ient of variation pf capacity u t i l i -
zation i s 7.33 perc«it . Cement industry in India has 
achieved tremendous progress as oompared to power and 
p e r t l l l z e r industry. This progress i s mainly due to 
modernization and decontrol p o l i c y of the government.But 
i t i s also facing several problems l i k e inadequate and 
defect ive method of transj>ortation and railway, power 
shortage, poor supply of coal , technological problems,etc. 
Chapter - VI: This chapter highlights the Government 
po l icy of basic industries in India and to make a c r i t i -
cal^.' assessm^it. I t also throws l i g h t upon the develop-
ment of power, f e r t i l i z e r and cement industries :^',;i 
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and protection of the in teres t of these Industries. 
The main finding of this chapter about power Is that 
the recent l iberal izat ion of the Industrial and economic 
pol icy coupled with amendment to the Indian Electr ic i ty 
Act 1910 and S l e o t r l d t y Supply Act 1948^ have apparently 
createci the requisite climate and ^ivlzonment for Invest-
ment by private conpanles In power sector. I t has ensured 
an In^ressltte reaponae to the Governments package to 
at tract private capi ta l . The government has so far received 
application from the private coa^anles for creating about 
25000 MW capacity. A r e a l i s t i c assessment In the Department 
of power la tbat about 5000 MW additional capacity may be 
created in the Eight Plan. Government has also Introduced 
other po l ic ies for the development of power Industry in 
the country. The f e r t i l i z e r pol icy i s multl-dimoislonal 
and having mainly three objectives namely* raising produc-
tion of Indegenoua f e r t i l i z e r s , inproving the supply condi-
tions and encouraging the farmers to use the larger amount 
for raising the productivity and production of agricultu-
ral commodities spec ia l l y of the foodgrains in the country 
through the relaxation in price* subsidy, lead f e r t i l i z e r 
scheme, e tc . To put the cement industry on the rapid 
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growth path, action has been taken at d i f f e r e i t leve ls 
of the govemm«it and financial Ins t i tu t ions , Govern-
ment of India made a reasonable po l i cy for the develop-
ment of cement industry and introduced a number of steps 
in i t as from control to decontrol or free market, 
relaxation in excise duty, modernization of technology 
and also provision for some other i n c a i t l v e s . 
Chapter - VII: The concluding c h ^ t e r v i i Is the 
summary and i t contains observations based on the study. 
After c r i t i c a l study i t has been well established that 
capacity u t i l i z a t i o n i s a major problem of power industry. 
The problem i s not self-confined but similar problem has 
also been passed on the other two selected indus tr i e s . / 
I f this problem i s anyhow solved in the power industry 
i t wil l ult imately solve the problem o f industrial ization 
in other Industries a lso . Therefore^ i t i s suggested that 
modem managem^it system needs to be improved in s tate 
Electr ic i ty Boards. Maintenance may a l s o be inproved 
through sk i l l ed personnel and i t s proper training may 
help f a c i l i t a t e in these industries , i t i s a lso suggested 
that for the healthy growth of these industries and i t s 
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a l so needs fiormuiate o£ agree^ci po l i c i e s and programmes. 
The type of combined efforts through close and constant 
InteracticMi and better ooordlnatlon among di f fer^i t 
organizations of power, f e r t i l i z e r and cement industries 
in the country v«ould certainly be highly beneficial to 
the growth and development of these Industries in the 
nation. 
CAPACITY UTILIZATION IN SELECTED BASIC 
INDUSTRIES OF INDIA 
T H E S I S 
SUBMITTED FOR THE AWARD OF THE DEGREE OF 
Mottov of $t|tl0!8(apl)p 
IN 
ECONOMICS 
BY 
SHARFUL HODA 
UNDER T H E SUPERVISION OF 
PROF. MOHD. YUSUF 
DEPARTMENT OF ECONOMICS 
ALIGARH MUSLIM UNIVERSITY 
ALIGARH (INDIA) 
1996 
T4916 
^%^ 
*"^^l^u 
9AAii^lo:^B 
m^m 
Dr. Mohammad Yusuf 
Professor 
DEPARTMENT OF ECONOMICS 
ALIGARH MUSLIM UNIVERSITY 
A L I G A R H - 2 0 2 0 0 2 (INDIA) 
Dtted.. July 5, 1996 
TCD UJMCDM I T M^\^ CCDhJCEIFJ N 
It is to certify that MR. SHARFUL HODA has completed 
his thesis on the topic, "CAPACITY UTILIZATION IN SELECTED 
BASIC INDUSTRIES OF INDIA", under my supervision. It is 
an original piece of research work and fit for submission 
for the award of Ph.D. degree in Economics. 
Prof. Mohammad Yusuf 
Supervisor 
O M rvj 
Page 
ACKNOWLEDGEMENT 1 - IV 
LIST OF TABLES 1 - 111 
CHAPTER - I 
CHAPTER - II 
INTRODUCTION 
INDUSTRIAL SET-UP & STRUCTURE IN INDIA 
i) Pre-Independence 
ii) Post-Independence 
1 
e 
7 
47 
CHAPTER III 
CHAPTER - IV 
CHAPTER -
CHAPTER - VI 
ESTABLISHMENT & PROGRESS OF SELECTED 40 - 73 
BASIC INDUSTRIES IN INDIA 
PRODUCTION TRENDS IN THE SELECTED 74 - 115 
BASIC INDUSTRIES AND THE LEVEL OF 
CONSUMPTION OF THEIR PR0DUC1S 
CAPACITY UTILIZATION IN SELECTED 116 - 153 
BASIC INDUSTRIES OF INDIA 
GOVERNMENT POLICY OF BASIC INDUSTRIES 154 
IN INDIA 
CHAPTER - VII : SUMMARY AND CONCLUSION 2 0 2 
201 
2 1 0 
B I B L I O G R A P H Y 211 - 220 
A C K N O W L E D G E M E N T S 
I t i s my p r i v i l e g e to express my enduring gratitude 
to my learned teacher and supervisor^ Dr. MOH>. TTOSUF, 
professor/ Deoartm^it of Economics * Allgarh Muslim University/ 
Allgarh. He has he&n the fountain-head giving constant 
encouragement and guidance/ through a l l the phases of this 
study. I am indebted to him for his meticulous care in c r i t i -
ca l ly evaluating the data and manuscript. I can not fa i l to 
m«itlon tte debt of gratitude* I owe to him for his keen 
interest / valuable advice/ high perception/ enthusiastic 
support/ valuable suggestions and constant supervision. 
I wish to thank Professor Nasim A. Zaidi^ Chairman/ 
D^artment of Economics/ Allgarh Muslim University/ Allgarh 
for constant encouragement and providing a l l possible f a c i l i -
t ies for smooth pursuit of this work. 
I also wish to thank Professor A.Z, Rizvl/ Or.Abdui 
Wahab/ Mr. Abdul Mannan Slddlqul/ Dr. A.A. I s l ah l / Dr.Masood 
Hasan/ Dr.Nesar A. Khan/ Dr. Abdus Salam/ Dr. Saghlr A.Anaarl/ 
Dr. Ashok Mittal/ Mr. Saeed Khan/ Mr. Shehtoz A. Rizvl and 
Dr. Sharoim A. Ansari (Deptt. of Psychology)/ fbr their 
obliging guidance and f i l i a l encouragemmt. 
( i i ) 
I am hlghdy obliged to Dr. Mohd. Khalid Azam« Reader^ 
Department of Business Jtdmlnistratlon* A.M.U.* Allgarh and 
my £rl«ids Hr. Nobe«i Slddlqul, Shaml Ashra£« Mr.Mehboob 
Raza« Mr. Slahab Anwar Asif^ Mr. Re^z Ahnad, Mr.Afzal w i s 
and Hafiz Faiyaz Ahmad« Dazl>hanga Blhar^ for their wise 
oounsel and infact/ they have been Instrumental to bring the 
%#ork in conpletion. 
I am indebted to numerous colleagues and friends who 
have materially helped in the development and oon^letion o£ 
this t h e s i s . To name a few« they are Mr. AJaz Ahmad, Mr. Zafar 
A. sultan« Mr. Mohiuddin Ktan, Mr«S.Mah£boz Haahmi 'Afzaal', 
Mr. Faiz Alaro/ Mr. Farooque Azaro, Dr. Anis Ahmad« Dr. Nafees 
Ahmad Ansari^ Mr. Abdus Salam 'Rahl'/ Mr. Abdul Khalique« 
Mr. Imran Khan, Mr. Arshad Hissain, Mr. Mohd. Qaiser, Mr.Jamil 
Ahmad, Mr. Abu Talte, Dr. Shaukat, Mr. Suhail A. Khan, 
Dr. intekhabur Rahman, Dr. Syed Raziuddin 'Allan', Mr.Abid 
(iisaain and Mr. Mansoor. These colleagues and friends have 
a l l offered warm enoouragement and cooperation. 
My due gratitude i s a lso to my obliging relatives 
Br. Abid Hussain, Dr. AShraful Hoda, Mr. Shamim Ahmrf, 
Mr. Kaleera Ahmad, Mr. Naseem Ahmad, Mr. Sadique, Mr.Aqeel 
(iii) 
Atmad, Dr. Khuraheed ;viwar, Mr, Marghoob Hassan^ Mr.Tahseen, 
Mr. MoM. suhall Ahmad« and Mr. Syed Sohall Ahmad for being 
a support and a sounding board. 
I owe my d e v e s t thanks to the Executive Director* 
Fert i l izer Association of India, New Delhi , Prof. Nborul 
Hassan, Librarian, Maulana Azad Library, Allgarh Muslim 
University, Allgarh and Mr. Bunyad, Seminar Librarian, Deptt. 
of Economics, A.M.U., Allgarh, for their cooperation and 
valuable support. 
on the home front, I express ray deepest sense of 
gratitude towards my parents« DR. NOORUL HDDA and Mrs. 
ZARINA K. HODA for their teaching of values which they incul-
cated in me from childhood. I am, what I am, because of their 
constant encouragement and building up my s e l f esteem. My 
younger bzothers, Mr. Sadrul Hcx3a *Munna*, Mr. Bad nil Hoda, 
Mr. Khursheedul Ffeda, Mr. Rlzwanul Hoda 'Azad' and Mr.Rezaul 
Hoda 'Arzoo*, were encouraging and helpfUl in ways that words 
cannot express. 
I feel equally obliged to acknowledge the immeasurable 
amount of gratitude to my revered uncle DR QAMRUL HODA and 
( iv) 
aunt Mrs. SUFI A K. HODA« who have b e ^ a constant source of 
inspiration to roe for their endless moral support. Due 
regard i s also acknowledged to my cousin s i s t er s Mrs.Rafat 
Jafaan Naznl« Mrs. 'X a^meen s a j l d . Miss Farhat Jahan and my 
s i s ter - in - law Ms. Frasha Sana, whose sincere wishes helped 
me to achieve my goals. Needless to say# expressions of 
appreciation are long overdue. 
I shall be fa i l ing in my duty i f I do not record my 
thanks to my wife Mrs. NIKHAT J* HODA (GUDDY), who, during 
the course of this work kept my moral high by cheerfully 
bearing my involvement in a work which occasionally prevented 
me from giving them their due time and attention. 
Last, but not the l e a s t , I am thankful to Mr. Akhlaque/ 
Aligarh for his doing the typing with utmost care and di l igence. 
^^o.'rDJlM^ 
(SHARFUL HDDA) 
LIST OF TAPLE5 
t P lan-wise Capacity xSditions o f Power t MW 
: inveatment in Power Projects - June 19-94-95 - 68 
69 
capac i ty And Financial o u t l a y o f F e r t i l i z e r 
industry - ^ 
All India production Target o f N and P2O5 
June (1995 & 94) and ;ipril-June( 1995& 94) - 72 
73 
: Targets and Achieveinent of Cement Industry 
during the Plans 
: Sec tor -wise Power Qonsuinption : 1950-51 
to 1993-94 ( U t i l i t i e s only) - "^^  
: Region-wise Power Consumption - ^^^ 
: s t a t e - w i s e Per-capita g l ec tr i c i t :y Consunp-
tion (KWH) U t i l i t i e s and N o n - U t i l i t i e s - ^01 
: Major Power Consuming States in Indus try« 
1993-94 - 103 
: E l e c t r i c i t y Consunption in Se lected i n d u s t r i e s 
KWlVlbnne o f Production - 104 
t Power Demand and Supply (Bln.KWH) - 105 
t Oonauitption o f F e r t i l i z e r Nutrients during 
Plan Periods . 106 
t s t a t e s according to descending order o f 
Share consumption to a l l India Oonsunption 
(M + P^Og + K^O) 1992-93 and 1993-94 - 107 
y-t-^f 
4.9 t z o n e - ^ a e Oonauinption, Production and 
s u r p l u s / d e f i c i t of N and ^^^5 " 19^2-93 
and 1993-94 (April / March) - 1°® 
4.10 : F e r t i l i z e r Qsnsuiiption and Ebodgrains 
Production 
4.11 : F e r t i l i z e r Gbnaunption, cropped area and 
fbodgraina - Product iv i ty Pre-HYV and 
HYV era 
4.12 : Total Qonauaption/ Production and Import of 
NPK F e r t i l i z e r 
109 
110 
111 
4.13 : Production^ Demand and Gap of Cement in 
India - 112 
4.14 : Per-capl ta Oonaunption of Cement in India 
and the Wbrld - 113 
4.15 : Region and State-wlae Production of Cement 
(Million Tonnea) - 114 
4.16 J Inport and Export of Cement of India - 115 
5.1 s All India Sector-wise Ins ta l l ed Capacity, 
Production and Capacity Ut i l lza t ion«( 1980-81 
to 1994-95) of Power Induatry - 145 
5.2 : All India Nutr lo i t -wiae Capacity/ Production 
and Capacity U t i l i z a t i on / 1980-81 to 1993-94 - 146 
5.3 : All India Capacity Ut i l i za t ion of Selected 
Basic Induatr lea in India/ 1980-81 to 
1994-95 - 147 
5.4 J Plant Load Factor Percentages - 148 
5.5 : Major Tranamiaslon work - 149 
(iil) 
5.6 s Loss o£ Production o£ Nitrogenous 
Fert i l izer Factor^wlse - 150 
5.7 I Loss o£ Production o£ Phosphatlc Ferti l izer 
Factor-wise - 152 
CHAPTER - I 
I N T R O D U C T I O N 
C H A P T E R - I 
i N T R O D U C T I . O N 
industrial izat ion ia believed to be a de f in i t e and quick 
way to eoonoinic development o£ any backward and underdeveloped 
economy in the Oorld. i t tea therefore been invariably the 
most predominant oon^ponent o£ the h is tor ic development s trate -
gies in developed countries. The developing countries l ike 
India« which are now more or less passing through the earl ier 
stages of eocmomic development in their economic history are 
seriously opting to the scheme of industrial izat ion In their 
global p o l i c i e s of planned economic development. The Third 
world countries have observed that there i s a strong and 
pos i t ive oonnection betwe^i the wealths and standard of l iv ing 
2 
of a country and the extent of i t s industr ia l izat ion. I t i s 
fact# that Industrialization i s a process which increase inconie 
levels« productivity, enployment opportunities, promotes agri-
cultural development, strengthens foreign trade and strategic 
industries in the country. The overall objective of industria-
l i zat ion has always been economic growth and the Inprovement 
3 
of l iv ing standards. 
in India planned industrial ization has been apprehanded 
after 1947. The Planning Obmnission was s e t up in 1950 to 
1. Pattanshett i ,C.c . t The Dimensions of India's industrial 
Konomy, Sumaiya Publications Pvt.Ltd. 1968,Boinbay,pp. 1-24. 
2. Qody, J.,Helen,H.& Hughes, Oavldt Po l i c ies for Industrial 
Progress in Developing Gbuntries,Oxford Univ.Press, 1982, 
London, pp.11-19. 
9. Hlrschman, A .O.I The Strategy of Economic Development, Yale 
University Press, New Havtfi and London, 1985, p . l83 . 
focmulate plana for the moat e f f ec t ive and optimum u t i l i z a -
tion of the national reaources with the-objeotlve of contri-
buting to the achlefvenwit of the aoelo-economlc goala of 
national developmentr The First Five Year Plan was launched 
in ^ r l l 1951. Gbvemm«it laid the foundation of heavy 
and basic induatries in every part o f the country with great 
dnsptaals oa agricultural development for the purpose of s e l f -
4 
suff ic iency In this sector. Though India i s s t i l l primari-
l y an agrarian society . She i s one of the largest industrial 
powers of the world and has taken rapid strides in indus-
tr ia l i za t ion though the development tea been ctaracterized 
by de f i c l snc le s and lopsideness. Large investment have been 
made in building up capacity over a wide spectrum of Indus-
t r i e s . In the three decades of industrial izat ion since the 
cotmenc&nent of planning, the Index of industrial production 
registered five-fold increase and the share of manufacturing* 
mining and construction in the GDP increased from about 15 
percent in 1950-51 to about 25 percent today. The average 
growth rate of industrial sector including ibinlng* manufac-
turing and e l e c t r i c i t y g^ieration during the Seventh Plan 
period was 8,5 percent which though marginally lower than 
targatted 8.7 percent was much higher than that achieved 
during the Sixth Plan. 
4. Government of India » The gazetteer of lndia« Ministry of 
Bducatlon and social Welfare* 1975, V o l . I l l , New Delhi, 
pp. 483-87. 
But the pattern of industrialization with a bias a t t i -
tude towards public sector failed to f u l f i l the desired goals 
of industrial planning. The poor perfonnance of public 
undertalcings and the restricted private sector led to some 
deterioration in the rate of industrial growth. The growth 
of basic industries such as Iron steel# Textile^ Jute# sugar# 
cement/ paper# Newsprint, Fert i l izer , Engineering/ Machine 
tools , Electionlcs/ Food processing and Power, which are 
mainly in public sec tor , suffered a steep dec l ine . The main 
problem of these basic industries in the growth of installed 
e d a c i t y tas not been very sat isfactory. Therefore, i t has 
been considered highly In^mrtant to study the productive and 
oai)acity of major industry and i t s capacity ut i l i za t ion In 
the country. 
We have selected three basic Industries namely Power 
Fert i l izer and Cement Industry for the study of i t s capacity 
ut i l i zat ion in our country. These industries have greater 
iD|>ortance for the development of both agriculture and 
industrial sectors . The inportance of fu l ly u t i l i z i n g 
the installed capacity needs no en|>hasis. Under-utilization 
of capacity not only amounts to «iastage of scarce resources 
but also leads to cos t push inf lat ion. I t might also 
create demand supply imbalance and affects the balance 
of trade# ei>f>loyment# saving and investment. 
Objectives of the study; 
The general objective of the study i s to examine the 
perfbjnnance of selected basic Indus tr ies # with regard to 
pn>duction and capacity u t i l i za t ion in the respective indus-
tr ies and to study how far these industries have met the 
demand for their products in India. I t includes: 
i ) lb highlight the problems of industrial production* 
Productivity and i t s growth since pre and post 
independence. 
i i ) Tb judge the establishm^it^ production* oonsunp-
tion and their export-import of power« f e r t i l i z e r 
and cement industry of India since 1980. 
i i i ) lb evaluate the i n s t a l l capacity ut i l i zat ion and 
problems of these basic industries . 
iv ) To examine the basic government po l ic ies regarding 
selected basic Indus t r i e s # and 
v) To suggest some measures to revamp the problems 
and further Improvement of power, f e r t i l i z e r 
and cement industry in India. 
Soope and Methodology: 
Basic industries have inportant influence on the 
structure and balance of agricultural and industrial produc-
tion especial ly d^nand for #oodgrains and other industrial 
outputs which provide the base for economic growth in deve-
loping countries l i k e India. The soope of present study i s , 
however, limited only to the f i r s t , namely the study of 
selected basic industries such as i»wer, f e r t i l i z e r and cement 
industry of India. Further the riresent study enconpasses 
the period from 1980 cMiwards, i . e . , the period of more than 
fifteen years. This period has been known as a crucial from 
the point of view of capacity ut i l izat ion in basic industries 
and other issues l i k e demand and supply pertaining to these 
industries. The s i ^ i f i c a n c e l i e s in the fact that after 
1952 industrial po l i cy for industrial development the issues 
and problems of basic industries have been widely debated 
since the early 198o an opinion started to be formed for 
introduction of pr ivat izat ion. This period of 15 years i s 
Is s u f f i c i e n t l y enough to arrive a t a meaningful oondu-
sion. 
The nethodology in ths thesis i s analytical in 
nature. We have tried to examine the problems relatiog to 
the subject with help of the data, talcen from secondary 
sources mainly from the economic Inte l l igence Service (CHIE) 
and Fer t i l i z er Association of India, Other sources are too 
numerous to be mentioned here. Due acknowledgements have 
been given to them at appropriate place . S tat i s t i ca l tools 
have also been used to process the data and to reach the 
meaningful resu l t s . 
Plan of the Studyt 
The plan of the study i s as follows: 
Chapter II discusses the industrial set-up and 
structure in India from pre and post Independence. 
Chapter III highlights the establishment and progress 
of selected basic industries in India namely power, f e r t i l i -
zer and cement industry. 
Chapter IV analyses the trends of cements f e r t i l i z e r 
and power production* conaunption and their exporta-inports 
in India. 
Chapter V deals with the ut i l izat ion of capacity 
and problems of these basic industries of India from 1980 
onwards. 
Chapter VI highlights the Oovemment Pol icy of basic 
industries in India and to make a c r i t i c a l l y assessment. I t 
a lso throws l ight upon power* f er t i l i z er and cement industry 
development and protection of these industries Interests . 
f ina l ly . Chapter VII offers a summary and the main 
conclusions of the study with some iinjortant suggestions. 
CHAPTER - II 
INDUSTRIAL SET-UP & STRUCTURE IN INDIA 
i) Pre-Independence 
ii) Post-Independence 
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C H A P T E R - I I 
I - PRE-INDEPgroSWCS 
Indian Economy during the B r i t i s h ru le , exhibited moat 
o f the fundamental c h a r a c t e r i s t i c s o f an underdeveloped economy 
in a d i s t i n c t manner. The Indian indus tr i e s were in the s t a g e 
o f in fancy and the rate of the i r growth and expansion was very 
low and slow during the B r i t i s h per iod . Even before the B r i t i s h 
r u l e the p i c t u r e was not very much shining and prosperous from 
i n d u s t r i a l i z a t i o n point of view. India b a s i c a l l y has been 
and i s an agr icul tura l country, yet i t had certain wel l e s t a -
b l i shed indus tr i e s before the B r i t i s h r u l e . I t i s a l s o a h i s t o -
r i c a l f a c t that , pr ior to the 19th century, India had been a 
great manufacturing country as quoted by the indus tr ia l commission 
1916, "At a time when the west of surope, the b i r t h p l a c e of the 
modern ind us t r ia l system was inhabited by unc iv i l i zed t r i b e s , 
India was famous for the wealth of her rulers and for high 
a r t i s t i c s k i l l of her craftsmen. Ev«i a t a much l a t e r period 
when the merchant adventures from the west made the i r f i r s t 
appearance in India , the i n d u s t r i a l development of his country 
was, a t any rate not i n f e r i o r to that of the most advanced 
2 European n a t i o n s . " whether i t was the northern India o r the 
southern both of them were known for industr ia l production such 
1. Gadgl l , D.R, : The Indus tr ia l Evolution of India in Recent 
Times, Oxford Univers i ty P r e s s , Madras, 1924, pp.8-15 
2 . Buchanan, D.H. t The Development o f C a p i t a l i s t S i terpr i see 
i n Ind ia , MacMillan, New York, 1934, pp.260-65 
as spinning and weaving. A v a r i e t y o f i n d u s t r i a l products were 
manufactured in India - some of them were well-lcnown such as 
l ea ther and l e a t h e r products, iron goods« perfumery products, 
brick l ay ing and l ime manufacture and j e w e l l e r y products, e t c . 
At that time b a s i c a l l y three kinds of i n d u s t r i e s exis ted in 
3 in India such a s , 
i ) the rural cot tage and v i l l a g e industry catering the 
d©nand for goods in the use o f d a i l y l i f e of rural 
people; 
i i ) the urban domestic industry supplying the goods to 
the town fo lk , and 
i i i ) the small urban factory producing sophis t icated 
products e s p e c i a l l y for the use o f upper c lass of 
the s o c i e t y . 
The d i f f e r e n c e between rural and urban industr ies was 
found to be in the nature of markets, organizat ion and s p e c i a l i -
zat ion . Urban i n d u s t r i e s mainly catered to the needs of the 
4 BTJperor and members of the imoerial court . A certa in proportion 
of luxury goods was exported. I t was customary for the Ftoyal 
court to organize i t s own p lace - workshops, ca l l ed 'Karkhanas' 
so that an abso lu te control over supply could be maintained. 
3 . Gadgil , D.R.: The Industrial Evolution o f India , Oxford, 
1946, pp.4-9 
4. Morisa, M.D.: The Wiergence of an i n d u s t r i a l Labor in India, 
Univers i ty o f Cal i fornia Press , USA, 1965, p . 10 
10 
fpaiVt from these s t a t e f a c t o r i e s , there were s k i l l e d a r t i s a n s 
working on the ir own material and s e l l i n g the ir wares in the 
o u t s i d e market. A d i f f e r e n t type of industr ies were located 
in the towns and c i t i e s known for r e l i g i o u s s a n c t i t y l i k e 
6 
BanaraS/ Allahabad, Puri and Tanjore. They have patronized 
the s p e c i a l i z e d wares produced in these c i t i e s . Some other 
important products l i k e s i l k , embroidery and p r i n t i n g , woollen 
carpet , metal ware and s t o n e were among the pr inc ipa l i n d u s t r i e s 
in these p l a c e s . But in the 19th century urban handicraft 
products from the west poured i n t o India in increasing amount 
as a r e s u l t urban handicraft went through a continuous change 
in t h e i r organizat ion. The markets now became wider, s p e c i a l l y 
a f t e r the coming of metalled roads and rai lways. The competition 
from factory produced goods enforced a reduction in c o s t s , so 
7 gradual ly machinery was introduced. All these factors were 
o f fac tory industry and the trend, d e f i n i t e l y was towards the 
market economy. 
The new system of transportat ion made i t p o s s i b l e for 
the v i l l a g e to get things from o u t s i d e . This broke down the 
a e l f - s u f f l c l e n c y and I s o l a t i o n of the v i l l a g e s ; cheap factory 
product from the west poured i n t o the v i l l a g e s with the help 
5 . Morisa, M.D.: O p . c i t . , pp.11-15 
6. Dutta, R. : Econc 
pp. 85-95 
7. I b i d . , pp.100-23. 
6. Dutta, R. : Economic His tory o f India In Vic tor ia Age,London, 
oD- o 
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of this transport and l a t e r fac tor ies were s tar ted in Indian 
c i t i e s . V i l l a g e indus tr i e s could not compete vd.th these/ because 
i t s suffered from c e r t a i n de fec t s ( l i k e p r i m i t i v e tools and 
methods, lack of s p e c i a l i z a t i o n , e t c ) , which contribute to i t s 
decay. This change in the handicraft occurred in the second 
Q 
half of the 19th century. But there was no revolutionary 
change in the i n d u s t r i a l s tructure of the v i l l a g e s . Some 
changes did take p l a c e . There were more payments in cash. The 
income of the ar t i sans f e l l and they were ready to migrate to 
c i t i e s and towns. They came to use mill-made materials l i k e 
mi l l yam, s y n t h e t i c dyes , sheet-metal , e t c . Tai lors took to 
9 
sewing machines. All these indicated a trend towards market 
economy, in which emphasis was on production for market, change 
of goods and s e r v i c e for money, f ixat ion of p r i c e in terms of 
money, ex i s tence o f p r o f i t motive, and s p e c i a l i z a t i o n and div is io i 
of labour. The d e s i r e to preserve and r e v i v e handicraft 
indus tr i e s never conceived by the ear ly nat ional l eaders . They 
stressed on introduct ion and promotion o f modem industry with 
the help of modem machines as the primary goa l s o f the ir 
economic p o l i c i e s , and the panacea for a l l economic i l l s in the 
country. Perhaps they were impressed by l a r g e s c a l e industr ia l 
development programmes that took p lace in mgland as a r e s u l t of 
8. Buchanan, D.H. j O p . c i t . , p.265 
9 . Venkasubhlah, H.: Indian Economy Since Independence, 1961 
New Delh i , pp .5-10 
10. I b i d . , pp. 10-15 
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Industrial revolution. There ba t t l e cry was that "We roust 
become cap i ta l i s t and enterprises - a nation of traders, 
machine makers and shop-keepers.** Since the root cause of 
India's economic d i f f i c u l t i e s was ber fudal character leading 
to poverty under production, unea|>loyroent and under-eoployment, 
the real remedy which could check further inpoverlshnent and 
decay, increase national wealth and induce prosperity among the 
mi l l ions , lay in the development of modern industries and manu-
facturers. 
In this way, by the end of 19 th century, the demand of 
rapid industrial izat ion of the country along modem l ines had 
assumed national proportions. But in the growth of cap i ta l i s t 
enterprise, Indian c a p i t a l i s t were not allowed to contribute 
s ign i f i cant ly , for i t would have been detrimental to Brit ish 
i n t e r e s t s . The development of cap i ta l i s t enterprise in India 
took two ft,™." 
i ) First ly , the plantation industries of Indigo, tea 
and coffee were the f i r s t to be introduced in India. 
I t was from the very beginning owned, managed and 
controlled by the ex-employees of the Bast India 
Oon^ny. Europeans became interested in indigo,tea 
and coffee plantation since they provided easy and 
high return investment. 
11. Ravchaudhri, T. :**A Re-interpretatLon of Ninete«Jth CMtury 
Indian Economic History**, The Indian Economic & Social History 
Review, V.l,March 1968(cited in Jagdlsh Bhagwati & Desa i ,? . , 
Indian Planning for Industrial izat ion, London, 1972). 
12. Daniel, H. Buchanan t O p . c i t . , p.269. 
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i i ) Secondly, the factory industry which attracted they 
a t t en t ion Indian c a p i t a l i s t enterpr i se and whose pro -
motion became t h e i r main concern. The development 
o f the system of transportat ion and communication 
furthered this cause. 
Hence, the f i r s t cotton t e x t i l e mi l l which was es tabl i shed 
in 1854, in Bombay c i t y , was the venture of a l o c a l pars! cotton 
merchant. The vast majority of the e a r l y cotton mi l l s were the 
handl-work of pars l merchants engaged in yam c l o t h trade a t 
13 home and in Chinese and African market. There were s igns of 
a new a i terpreneur ia l c l a s s emerging in Bengal from the c l a s s of 
zamlndar created by permanent s e t t l ement in Bengal. In f a c t , 
the growth o f Indian c a p i t a l i s t en terpr i se came mainly from three 
communities the Pars i / Gujaratis and Marwaris. These operated 
in Bombay, Ahmadabad and Calcutta r e s p e c t i v e l y . The e a r l i e r 
enterpreneures appears to have been mainly P a r s i s . The i n d i g e -
nous c a p i t a l i s t enterpr i se , which mainly centered in the Bombay 
Presidency during mid of 19th century, led the way e v ^ in such 
a c t i v i t i e s l i k e indigo and tea p l a n t a t i o n s , and Jute manufacture 
which n e i t h e r to use to be the monopoly o f B r i t i s h capi ta l and 
Enterprise . m 1911, Jamshedjee Tata, a Parsl entrepreneur 
s tarted f l s r t s t e e l p lant a t Jamshedpur (Bihar)on modem l i n e s . ^ ^ 
13. Jos h i , N.C.: Cottage and S m a l l - s c a l e Industr ies in India: A 
s tudy , suneja Book Centre, D e l h i , 1966, pp. 10-20 
14. I b i d . , pp.20-25 
15. Morlsa, M.D.: O p . c i t . , p . 25. 
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Thus we come to conclusion that Indian cap i ta l i s t 9iterpilse« 
no doubt/ made an emergence* but was not playing am In^xsrtant 
role t i l l world war I . I t mainly confined i t s ac t iv i ty to cotton 
t e x t i l e Industry. 
Causes of the Decay of Indian Capital ist 
a i terprlse: 
Many are the causes which have contributed to the decay 
of Indian capi ta l i s t enterprise. The most Inportant of them 
may be enumerated as follows; 
1) During the early period of developra^it/ Indian 
industries did not receive any help from the govern-
ment which adopted the oo l i cy of "Laissez fair". 
Such a policy retarted the growth of Indian cao i ta l -
1st enterprises which could not comoete with Brit ish 
manufactured goods. 
11) Indian capital was "shy" as regards industrial 
concerns. Industries during the earl ier years did 
not attract suf f i c i ent capital owing to the fact 
that rich mai of India preferred investment in land, 
such an att i tude affected growth of Indian capi ta l i s t 
H2iterprise. 
15 
i i i ) There was absence of qualified nanagerial and tec ln i -
cal personnel. Further, certain economic inst i tut ions 
necessary for mobilization and investment of resources 
were lacking. Thus lack of e f f i c i en t organization 
was a contributory factor to slow growth and emer-
gence of Indian capi ta l i s t Enterprise, 
iv) Last, but not the l e a s t , some of the industries l ike 
sugar e t c . could not attract Indian cap i ta l i s t Enter-
pr i se due to high cost of Indian sugar which was 
mainly due to inferior quality and low yield of sugar-
cane. The shortage of the f ine-c loth was partly due 
to the short supply of long-staple cotton which was 
imported. Owing to high cost of railway transportation 
industrial concerns in outlying regions found i t 
impossible to secure power supoly (mainly coal) at 
economical pr ices . These factors affected adversely 
the early industrialization in India, 
World war I provided great impetus to Indian capi ta l i s t 
enterprise. I t led to the development of some of the important 
industries where Indian cap i ta l i s t enterprise was already playing 
an important role . Further the pol icy of protection granted to 
Indian industries led to the development of i t . The progress 
registered by Indian Industries between 19 22 and 1939 shows that 
16 
during these 17 years production of s t e e l ingots increased by 
800 percent , the production o f cotton p i e c e goods by 250 per-
c e n t , the output o f match industry increased by 30 percent and 
16 
so on. The second world war further gave a b i g f i l l i p to 
the development o f i n d u s t r i e s in India , A few new industr ia l 
en terpr i se s were s e t up wherever opportuni t ies were ava i lable 
for the purpose, for i n s t a n c e , f e r r o - a l l o y s , non-ferrous metal 
and metal fabr icat ing i n d u s t r i e s l i k e d i e s e l eng ines , pun^s 
and machine tools e t c . , and chemicals l i k e c a u s t i c soda e t c . , 
17 
were the new in Indian s c e n e . on the eve of planning in India 
two important de fec t s in indus tr ia l development programmes 
during B r i t i s h period were noted namely, the lack o f capital 
goods industr ie s and concentration of indus tr ia l a c t i v i t y a t 
few places .The Fiscal commission, which was appointed in 1921, 
recommended the adoption of what i s known as the p o l i c y of 
d i scr iminat ing pro tec t ion for the Indian i n d u s t r i e s . The 
underlying p r i n c i p l e o f t h i s p o l i c y was that the protect ion 
aga ins t foreign competit ion was to be given to cer ta in care-
18 f u l l y s e l e c t e d Indian i n d u s t r i e s . The Tarri f f Board appointed 
in 1923 a l s o recommended protec t ion to cer ta in i n d u s t r i e s . The 
objec t o f adopting a p o l i c y of protect ion was to make the 
foreign goods conparat ive ly dearer e i t h e r by means o f a l evy 
16. Bhagwati,J.N.& D e s a i , P . : Indian Planning for Industr ia l i za t ion 
London, Oxford U n i v e r s i t y Press , 1972, p .20 
17. I b i d . , pp.25-30 
18. I b i d . , p .13 
17 
on i n ^ r t a of foreign a r t i c l e s or by s u b s i d i z i n g home indus-
t r i e s . I t was hoped that such a pol icy^ by inproving oocnpeti-
t l v e s trength o f Indian i n d u s t r i e s , w i l l help to promote 
19 the ir development. In 1939, the fol lowing e i g h t indus tr ie s 
were under the protected l i s t - iron and s t e e l / cotton t e x t i l e s / 
sugar, paper, magnesium ch lor ide , s e r i c u l t u r e , gold and s i l v e r 
threat , a r t i f i c i a l s i l k and cotton f a b r i c s . Such a p o l i c y , 
apart from promoting growth of Indian c a p i t a l i s t e i t e r p r i s e , 
20 
resulted phenomenal growth in these i n d u s t r i e s . 
The Indiai C a p i t a l i s t g i t e r p r i s e and Major 
Manufacturing Indian Indus tr i e s ; 
21 1. The Ootton T e x t i l e Mill Industry; 
The f i r s t cotton m i l l was started in Bombay in 1854 
by a Parsi i n d u s t r i a l i s t . Indian cap i ta l and e n t e r p r i s e , 
from the very beginning played an important r o l e in the growth 
of this industry. Betwe^i 1877-1880, a l a r g e number o f ootton 
m i l l s were e s tab l i shed in Bombay, Ahmedabad, sholapur and 
surrounding cotton areas . The Indian m i l l s in those days pro-
duced mainly coarse c l o t h . The progress o f the industry was 
very slow in the beginning, but in between 1877-1895, the rate 
o f growth of th is Industry was s teady and continuous. The 
19. Francis, C.; Indus tr ia l Economics - Indian Perspec t ive , 
Himalaya Publ ishing House, Bombay, 1994, p .344 
20 . I b i d . , p.345 
21 . Rajat, K.R. I n d u s t r i a l i z a t i o n of India P r i v a t e Cbrporate 
Sector , Oxford U n i v e r s i t y P r e s s , Bombay, 1979 
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next decade a f t e r 1895 was a period o f depression for the 
indus try , i n 1905, the Swadeshi movement imparted a great 
s t imulous to the l o c a l consunption o f mi l l products and pro-
vided encouragement to the development of the industry. By 
1914 the industry had considerably expanded and new mil ls had 
been s tar ted not only in Bombay but a l s o in Bengal, U.p. and 
o ther s t a t e s . The war of 1914-18 caused a boom in the indus-
t r y . The m i l l s worked to f u l l capac i ty to make large govern-
mental orders for mi l i tary requirements o f cotton goods and 
made huge p r o f i t s . The boom in the industry las ted for a 
period o f s i x years a f t e r which again industry had to face 
problem due to foreign coR^etit ion e s p e c i a l l y emergence of 
•Japanese competition and increases in c o s t of production which 
was due to increased pr ices o f c o t t o n , i n f e r i o r qua l i ty of 
l o c a l raw c o t t o n , lack of s k i l l e d workers, d e f e c t i v e machinery 
and i n e f f i c i e n t managemoit. From 1920-39, the industry passed 
through a period of severe depress ion and was saved from 
e x t i n c t i o n by pro tec t i ve dut i e s imposed under the p o l i c y of 
d i scr iminat ing protec t ion . 
The advent of the world war second in 1939 resulted in 
the reappearance of boom condit ions in the cotton t e x t i l e 
indus t r y , 
i ) increased war orders , 
i i ) t o ta l stoppage of foreign imports, and 
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i i i ) increased demand from the middle and f a r - e a s t 
cx>un t r i e s . 
But a f t e r the world war second the industry had a tough 
time due to d e f e c t i v e government control on production* p r i c e s 
and d i s t r ibut ion as we l l as shortage of s u i t a b l e types of 
co t ton , and the uneconomically high pr i ce s that had to be paid 
for wtetever cotton was a v a i l a b l e . The ch ie f d i f f i c u l t i e s of 
the industry a t the time of planning in India weres 
i ) problans o f supply of good q u a l i t y raw mater ia l s , 
14) lack o f modem methods o f production; 
i i i ) high c o s t o f production; and 
iv ) lack o f s k i l l e d workers. 
2 . The Iron and s t e e l Industry; 
iron and s t e e l industry forms the base o f indus tr ia l 
s tructure of any country. A large number of i n d u s t r i e s manufac-
turing capi ta l goods depend on iron and s t e e l industry for the ir 
basic requirtfneits of s t e e l . The real beginning in the h i s tory 
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of Indian Iron and s t e e l industry was made by Tata Iron & Stee l 
coiqpany a t Jamshedpur in Bihar in 1907 and the production of 
22. itor d e t a i l s s e e : Mahanti, P . C . , s t e e l Industry in Perspect ive 
in Vadi la l ' s ( B 3 . ) / A P r o f i l e of Indian Industry (1970) , 
Vora and Cbmpany, Bombay. 
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iron on modem l ines started In 1911. The s tee l production 
began a l i t t l e l a t e . Later on two other inportant manufac-
turers came on the scene - the Indian Iron and s tee l conpany 
in 1918 and the Mysore s ta te Iron Wbrks in 1923. Severe 
foreign oonpetition forced the Industry to seek protection. 
The protection granted to the industry lasted t i l l 1947. The 
pol icy of granting protection helped the industry a l o t . After 
19 47, the Industry h s^ made already progress under planning. 
The important features of Indian Iron and s tee l industry are 
as follows: 
1) I t made a modest beginning and was the result of 
Indian Bitrepr^ieurs; 
11) The industry started on modem l i n e s , hence could 
face the foreign competition because of i t s sound 
posit ion; 
i i i ) I t made a good development under the policy of 
discriminating protection. 
Some of the main problems which the Industry i s facing 
are as follows: 
1) Under-utilization of i t s instal led capacity; 
i l ) Relative old methods of production; 
111) Labour problems; and 
iv) Statutory control over prices and distribution of 
s t e e l . 
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3 . The J u t e T e x t i l e Mi l l induatryt 
The f i r s t Indian J u t e Mil l was started In 1855, I n i t i a l 
progress of the Industry was s low, but from 1877 there was a 
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rapid esqsanslon. Unlike the cotton and iron and s t e e l indus-
try , the j u t e mi l l industry owes i t s ex i s tence in India to 
foreign - mainly S c o t t i s h and B r i t i s h c a p i t a l . The f i r s t and 
second world wars provided prosperous conditions for the 
Industry, though in between, the industry was a f f e c t e d adverse-
l y by the great depress ion of t h i r t i e s . 
The d i s t inguished features of the Indian j u t e industry 
24 
may be stated as fo l lows: 
1) J u t e manufactures being p r a c t i c a l l y a monopoly of 
India , the j u t e industry was in a very favourable 
p o s i t i o n in in ternat ional trade. But a f t e r par t i t i on 
of the country, th is pos i t i on has dec l ined over a 
number o f years . 
11) Jute exports provide the major port ion o f India ' s 
supply of foreign exchange. 
i l l ) The industry i s located in and around the c i t y of 
Calcutta. 
23 . Ray, S.K.: Indian Economy, Prent ice Hall* P v t . , 1987, 
p . 360 
24 . I b i d . , pp.360-65. 
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Similarly/ a number of other industries/ l i k e cement, 
paper/ leather and glass ware started with the help of Indian 
ca?>italist «iterprise. The world war I and II alongwith the 
po l icy of protection granted to some of the industries helped in 
their development. 
Industry and British Rule? 
There was decline of rural and v i l lage handicrafts 
industries during Brit ish rule in India. This decline was 
caused partly by the competition from British manufactured goods, 
Before the modem industrial system, Indian manufacturers had a 
world-wide market. Indian Muslims and cal icose were in great 
demand a l l over the world. The intact of British connection and 
industrial revolution led to decay of Indian handicrafts indus-
t r i e s . Factory system and the pattern of Industrialization 
introduced daring the Bri t i sh rule in India served only Brit ish 
in teres t . I t did not result in the industrial development of 
India, only few industries l ike cotton, jute , iron and s t ee l 
e t c . , developed, but a systematic approach to industrial ization 
was lacking, as i t would have b e ^ detrimental to Brit ish 
in teres t . 
25, Bhagwati, J.N. and Desai, p . j Op.e i t . , pp. 10-30 
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As a r e s u l t / fo l lowing consequences on i n d u s t r i a l 
26 development in I n d i a dur ing B r i t i s h p e r i o d , 
I ) Lop-aided p a t t e r n of i n d u s t r i a l development e f f e c t 
was r e f l e c t e d in p a t t e r n of i n d u s t r i a l employment 
and c o n c e n t r a t i o n o f i n d u s t r i e s in few c i t i e s and 
towns, and was caused mainly by c l o n i a l c h a r a c t e r 
of our economy. F u r t h e r the lop- s ided was r e f l e c t e d 
in t h e cocr^s i tLon of i n d u s t r i a l ou tpu t which showed 
dominance of consumer goods over producers and 
c a p i t a l goods. T e x t i l e and p l a n t a t i o n i n d u s t r i e s 
were ove r enphasized and heavy i n d u s t r i e s were a lmost 
n e g l e c t e d , 
I I ) B r i t i s h c a p i t a l which was p l ay ing a l e ad ing r o l e i n 
the i n d u s t r i a l development programmes of I n d i a . In 
i n d u s t r i e s l i k e j u t e , p r o c e s s i n g raw m a t e r i a l s , t ea 
and c o f f e e , and coal mining, B r i t i s h c a p i t a l p layed 
an impor tan t r o l e . The l e a d i n g r o l e played by 
B r i t i s h c a p i t a l n o t o n l y caused 'economic d r a i n ' from 
the coun t ry , bu t a l s o a f f e c t e d growth of Indian c a p i -
t a l i s t e n t e r p r i s e . I t was o n l y a f t e r f i s c a l o r o t e c -
t i o n , t h a t some of the i n d u s t r i e s progressed wi th 
t h e help of indigenous c a p i t a l . 
26, Raychaudhri , T , : O p , c i t , , pp ,20-25 
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I I I ) Lack of development of ce r ta in basic and i n f r a -
s t ruc ture indus t r i e s l i k e iron and s t ee l indus t ry 
heavy chemicals and the l i k e were not developed 
during Br i t i sh r u l e in Ind ia . Since Br i t i she rs 
mainly wanted India to remain a raw suppl ie r 
country, they never took i n t e r e s t in developing 
basic i ndus t r i a l a c t i v i t i e s in the country. They 
knew that development of such indust r ies would c r ea t e 
a solid cap i t a l base for the Indian Economy which 
would f a c i l i t a t e the process of i n d u s t r i a l i z a t i o n 
and would acce le ra te the tempo of econondc develop-
ment. Thus there was lack of basic goods indus t r i e s 
during Br i t i sh r u l e in India . 
IV) Decline of v i l l a g e handicrafts and slow growth of 
modem indus t r i es of the economy as i t increased 
pressure of populat ion on land. Since a r t i s ans could 
not get absorbed in o ther non-agricul tural a c t i v i t i e s 
they had to be dependent on land for t he i r l ive l ihood. 
In this way i t may be said that indifferent a t t i t u d e of 
B r i t i s h Government led to lopsided development of i ndus t r i e s in 
Ind ia . The Br i t i sh government sacr i f iced a l l i t s i n t e r e s t of 
developing indust r ies in Ind ia , as i t would have been detr imental 
to i n d u s t r i a l development in England. There was thus, lack of 
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development o f bas i c and s t r a t e g i c i n d u s t r i e s . The country 
was mainly dependent on imports o f comrRoditles meant even for 
d a i l y use e . g . , razor b lades , sewing machines/ n e e d l e s , matches 
and the l i k e o t h e r s . 
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II - POST- INDg>aJDBTCB 
India had the l a r g e s t Industr ia l p o t e n t i a l i t i e s of 
a l l the c o l o n i a l and depend a i t countr ies a t the time of indepen-
dence. In abso lu te terms of the number o f industr ia l ©iter-
p r i s e s the number of workers, the gross indus tr ia l output, the 
volume o f the value added by manufacturing and the degree of 
i n d u s t r i a l d i v e r s i f i c a t i o n - India was far ahead of the other 
countr ies which are now en l i s ted in the group of developing 
economies o f the world, i t marked wi th the extreme industr ia l 
backwardness o f such countries in ques t ion rather than of some 
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advanced s t a t e o f India ' s i n d u s t r i a l i z a t i o n at that juncture. 
A c h a r a c t e r i s t i c feature of the economic s tructure of co lonia l 
India was in fac t the predominance of a t rad i t iona l agr icul ture 
accompanied wi th an i n s u f f i c i e n t and a l i t t l e nx>dem industr ies 
depending upon the foreign markets for reproduction of fixed as 
well as working c a p i t a l . Hence, the development was not 
p o s s i b l e in the country without the improvement in agriculture 
which could proceed beyond the point where the surplus working-
force on the land was progress ive ly d iver ted to industr ies and 
s e r v i c e s on the one hand and an adequate supply of foodstuff 
could be ensured to the population br inging the technica l , mecha-
28 
n i ca l and i n s t i t u t i o n a l changes therein on the other . Moreover, 
27. Bhulshekhar, A.V.: Growth of Indian Economy in Social ism, Oxford 
and IBH Publ ishing Co., 1975, New D e l h i , pp.10-26 
28. Gadgil : The Industr ia l Evolution o f India , Oxford, 4th Edit ion, 
1946, p . 4 
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effor t s were necessary to obtain raw materials from agr icul ture 
required for the i n d u s t r i e s which could expand and develop 
rap id ly . The p roduc t iv i t y of labour in industry was much higher 
t t en in agr icu l tu re t ha t could a l so need for rapid indus t r i a l 
development. Besides, in such country there was always poss ib i -
l i t y of the creat ion of g rea t e r surpluses in the indus t r i a l 
sec to r than what were poss ib le in agr icu l ture sec to r for the 
fur ther expansion and develc^ment of indus t r ies in the country. 
With this con t r i t ion of i ndus t r i a l i za t i on was adopted on the 
pa t t e rn so that a r e l a t i v e enphasis was la id upon the capi ta l 
goods indus t r ies / consumer goods indust r ies were not t o t a l l y 
neglected so that the domestic demand for such goods might be 
met. Ftor this purpose the degree of cani ta l intensiveness in 
d i f fe ren t l ines of i n d u s t r i a l oroductlon was well maintained 
v i s -a -v i s the development of Inf ras t ruc ture . 
A br ief review of i ndus t r i a l backwardness in India may 
be judged from the fact t t e t in 1948-49 factory establishments 
accounted for only 6,6 percent of to ta l national Income and 
to t a l labour-force engaged about 2.4 million or 1.8 perca i t of 
29 the working population in the country. while in the aggregate 
I nd i a ' s indus t r i a l output was not ins ign i f i can t ly low avai lable 
per-head even though i t was d i f fe ren t from the composition of 
29. Government of India : F i r s t Five Year Plan, J u l y , 1951, 
New Delhi, p . 420. 
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of the industrial output in the developed countries. The f i r s t 
census of Manufacturing industries wars undertaken in 1946, the 
industrial structure revealed the dominance of the following 
industries such as sugar« vegetable o i l s , cotton t ex t i l e s , jute 
t e x t i l e s , iron and s tee l smelting ro l l ing and rerolling and 
general eigineering industries . Just after independence, 
Jawahar Lai Nehru who became the f i r s t Prime Minister of India* 
put great emphasis upon the development of heavy industries 
that was synonymous to industrial izat ion. Nehru's strategy of 
development made poss ible for India to emerge as one of the 
industrialized nation in the world. Nehru's economic policy 
helped make ranarkable achievement in agricultural productivity 
per hectare on account of application of seed, f er t i l i zer , 
technology, building of reserves of food-grains, a high degree 
of industrial ization especial ly in the capital goods sector 
through a leading role played by the public sector. This has 
resulted in the diversif ication and expansion of India's indus-
trial capacity and capabil ity. India ultimately became se l f -
suff ic ient in consumer goods and in basic cormiodities l ike 
steel and cement, while the capacity of new industries l ike 
f er t i l i z er s i s rapidly expanding India desired to have the 
balanced growth of the economy with the objective of se l f -
30. Rosen, o.x Industrial Change in India, I l l i n o i s , 
Free Press , 1961, pp.10-15 
31. Bhulshekhar, A.V. Op.c i t . , pp. 24-25 
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r e l i a n c e in t t e supply of food. She paid special a t t en t ion 
on the growth of i n d u s t r i e s . The publ ic sec tor was given a 
s i g n i f i c a n t place s ince independeice undertaking the heavy and 
core indus t r i e s in i t s p o l i c y with the purpose of rapid 
i n d u s t r i a l i z a t i o n in the country. India gave up the pol icy 
of l a i s s e z fa i re which was s t r i c t l y pursued during the Br i t i sh 
regime. Government of India atteci?>ted to evolve an e n t i r e l y 
new i n d u s t r i a l s t ruc ture for the economic under the sound 
i n d u s t r i a l pol icy . 
A View of St ructure of Indus t ry Under-
i n d u s t r i a l Policy; 
i ndus t r i a l Pol icy 1948; 
The level of economic development i s marked with the 
degree of i n d u s t r i a l i z a t i o n - higher the degree of indus t r i a l 
growth in a country/ g r ea t e r the pace of economic development. 
32 I n d u s t r i a l pol icy was adopted in April 1948. The main thrust 
of th i s i ndus t r i a l pol icy was to l ay the foundation of a mixed 
economy in which there i s scope for the growth of both p r iva te 
and publ ic en te rp r i ses . The indus t r i e s were divided into four 
broad ca tego r i e s i ^ ^  
i ) The manufacture of arms and ammunition, the production 
and control of atomic energy, and the ownership and 
32. Government of India : O p . c i t . , p .422, 
33. I b i d . , pp.423-24 
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management of railway transport were to be the exclu-
s i v e monopoly of the central Government, 
i i ) The second category covered ooal« iron and s tee l / 
a ircraft manufacture, ship-building, manufacture of 
telephone, telegraphs and wireless aptjaratus excluding 
radio receiving sets and mineral o i l s . New under-
takings in these industries could henceforth be under-
taken only by the s ta te . 
i i i ) The third category was made up of industries of such 
basic importance that the central Government would feel 
i t necessary to plan and regulate them. I t oon^rised 
certain basic industries of inportance including s a l t , 
automobiles, tractors, e l e c t r i c engineering, heavy 
machinery, machine too ls , heavy chemicals, f e r t i l i z e r s , 
e lectro chemical industries , non-ferrous metals, 
rubber manufactures, power and industrial alcohol, 
cotton and woollen t e x t i l e s , cemait, sugar, paper and 
newsprint, a i r and sea transport, minerals and, indus-
tr ies relating to defence. 
iv) A fourth category, the rest in the industrial field 
was normally l e f t open to the private enterprise, 
individual as well as cooperatives. 
The 1948 Policy was formulated in an atmosphere of p iece-
meal economic planning, dominated by an intense urge for quick 
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nationalization of private Industrial enterprises. Premature 
economic reasoning Instigated the government to put up the 
threat of nationalization in the sphere of basic and key indus-
t r i e s . This threat of "nationalization after ten years'* 
unnerved the private entrepr^ieurs, retarded capital formation 
in the private sector and postponed expansion and replacement 
of plants and equipments in the sphere of basic and key indus-
t r i e s , in fact, the government, within two years of the announ-
cement of i t s industrial po l icy , had to state categorically 
that even after ten years i t may not be possible to natio-
nal ize a l l the exist ing units of basic and key industries . 
The main demerits of the 1948 Industrial pol icy arose not 
so much from inherent defects in the policy statement as from 
the lack of Integration between the pol icy and the general 
procedure of developmental planning. When the Industrial pol icy 
was formulated the National Government was almost undedded 
about the nature/ magnitude and the procedure of developmental 
planning to be init iated in India. As a result of th is , the 
1948 industrial pol icy served as a broaJ indicator of govern-
ment's att i tude towards the industries but could not enunciate , 
in a concrete and e f fec t ive manner, government's industrialization 
prDgramroes in relation to economic development. 
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Industrial p o l i c y Reaolution 1956t 
Since the adoption of 1948 Policy Reaolution, s i g n i f i -
cant developiaent took place in India, Planning ted proceeded 
on as organized basis and the f i r s t Five Year Plan had been 
ccnpleted the*soc ia l i s t pattern of society* as the basic aim 
of social and economic pol icy . These inportant development 
necessiated a fresh statement of industrial po l icy . A second 
industrial Pol icy Resolution was adopted in April 1956« repla-
cing the Resolution of 1948, Though some changes and modifi-
cations to the industrial pol icy have been made by new s ta te -
ments from time to time the basic principles embodied in the 
industrial Pol icy Resolution of 1956 s t i l l remain without any 
major change. Important provisions of the 1956 Resolution were: 
i ) New c lass i f icat ions of industries into these cate-
gories having regarded to the role which the s tate 
would play in each of them. These categories were 
scheduled as follows: 
a) Schedule - A i t included seventeen industries 
such as arms and ammunition, atomic energy, iron 
and s t e e l , heavy castings and forgings of iron 
and s t e e l , heavy machinery required for iron and 
s t e e l production, for mining, for machine tool 
34* Government of Indiai Second Five Year Plan, Planning 
CSoinnisslon, New Delhi, 1956, ppr43-50» 
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manufactures; etc.« heavy e l ec tr i c industries/ 
coal , mineral o i l s ; iron ore and other inportant 
minerals l i k e copper, lead and zinc; aircraft; 
a ir transport, railway transport, ship-building, 
telephone and wireless equipment, generatic»i and 
distribution of e l ec t r i c i ty . All those which were 
to be exclusive responsibil ity of the s t a t e . 
b) Schasiule - B i t contains the industries which 
were to be progressively state-owned and in which 
the s ta te would generally set up new enterprises, 
but in which private enterprise would be expected 
only to supplement the efforts of the s ta te , in 
this categories twelve industries were named: 
such as mining industries, alluminium and other 
non-ferrous metals which were other than those 
included in Schedule A; machine too l s , ferro-alloys 
and tool s t e e l s , the chemical Industry; ant ibio-
t ics and other essential drugs; f e r t i l i z e r s , syn-
thetic rubber, carbonization of coal; chemical 
pulp; road transport and sea transport. 
c) In Schedule - C a l l the r^nainlng IIKSUStries 
and their expansion would be undertaken ordinarily 
through the I n i t i a t i v e and enterprise of the p r i -
vate sector through the option was there with the 
s tate govemment to s tart and undertake any indus-
try under this category whenever i t was desired. 
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so yet the policy o£ the s t a t e aimed at f a c i l i -
tate and encourage the defveloprnent of these 
industries largely in the private sector. 
11) Fair and non-discreminatory treatment for the private 
sector . 
i l l ) Encouragement to v i l l age and small sca le enterprises. 
iv) The need for regional d i s p a r i t i e s , and 
v) Attitude of foreign capita l . 
in the Industrial Policy Resolution^of 1956 public 
sector was assinged major role covering the basic and heavy 
industries needed huge investment for the establishment and 
progress. Therefore, the Resolution looked a t with fear and 
doubts that the public sector would grow l ike a giant and snatch 
away roost of the rights and privileges of the private sector. 
Indian economy was designed with the predominance of public 
sector in production and development and private sector would 
be assigned only a suxjplementary ro le , i f not a secondary role. 
The la t ter became a sort of residuary legatee . Economic deve-
pment was more e x p l i c i t l y equated with expansion of s tate 
35 
^ t e r p r l s e s . A dif ferent industrial structure had b e ^ 
resolved and thus i t was evolved in Industrial pol icy of 1956. 
35. Venkatasubblah, H. j Indian Economy Since Independence, 
1961, New Delhi , p.94. 
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Cbnsequently, capital goods sector grew at an annual rate of 
2.6 percent a t the end of Fourth Five Year Plan. 
Moreover, development in the public sector atiimlated 
a c t i v e l y in the private sector . For instance, the s tee l plants 
and heavy e lec tr ic plants in the public sector create opportu-
n i t i e s for several anci l lary industries in the private sector 
to produce components and accessories using s t e e l . The indus-
t r i a l pol icy Resolution of 1956, therefore naturally contempla-
ted Indian economy as mixed or controlled economy in which 
public and private enterprises work hand in hand in order to 
make the development plan a success. I t should be notei3 that 
the Industrial. Policy of 1956 consisted with objective of the 
s o c i a l i s t pattern of soc iety on the one hand and the full 
enqoloyment with greater producticai, on the other. Under the 
Directive Principle of the Constitution which aim at soc ia l , 
economic and po l i t i ca l j u s t i c e . Therefore, with the announce-
ment of the 1956 policy, the industr ia l i s t s in the private 
sector showeij a great resentment and raised a strong protest 
pleading that strengthening the dominance and executive powers 
of government was conceived a indirect threat of nationalization. 
I t vould curb Incentives and retard capital formation in the 
private sector. The private sector grew unusually nervous in 
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sp i te of the fact that the po l icy Resolution of 1956 did not 
aim a t nationalizing the units then existed. On the contrary 
I t devised the adequate steps for their growth and develop-
m«it. Although the s ta te could enter any sphere of production 
the private sector was also acknowledged as an agency oooxdl-
natlng %#lth public sector for planned developm^it. Under the 
Resolution of 1948, the Resolution of 1956 did not contain the 
threat of nationalization of the ln|x>rtant Industries after 
certain period. This could make the private Investors feel 
more secure. The 1956 Resolution^ tterefore# was said to fonn 
the basis of the Industrial Pol icy statement of 1980. The 
Industrial Policy statement of 1973, Inter a l ia Identified 
high pr ior i ty Industries where Investment from large Industrial 
houses and foreign oonqpanles would be permitted. The Indus-
tr ia l Policy of 1977 laid enphasls on decentralization and on 
the role of small-seale# tiny and cottage Industries. 
Industrial Policy of 1980; 
The Government of India adopted new industrial Policy 
Resolution in 1980 reiterated the industrial Policy of 1956. 
The Industrial Policy operated in 1977 that was followed for 
very short period of two years, i t did not have a s ignif icant 
Impact on the industrial scene. The industrial Policy statement 
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of 1980 focuaseci attention on the need for promoting aoii|>etitlon 
In the doroeatic markets technological upgradation and moderni-
zation. The po l i cy laid the foundation for an increasing 
ooa|>etltive export base and for encouraging foreign investment 
in high-technology areas. This found expression in the s ixth 
Five Year Plan which bore the d i s t inct stamp of Smt. Indira 
Gandhi. I t was Smt. Indira Gandhi who efl^hasized the need for 
productivity to be the caitral concern in a l l economic and 
37 production a c t i v i t i e s . 
The main objectives of the 1980 Policy were as 
following: 
1) acceleration of industrial development. 
11) better capacity ut i l i zat ion; 
i l l ) achieving economies of scale; 
iv) generate higher emplo^ent& high per capita income; 
v) solve the problem of shortages of major industries 
inputs l i k e energy, communication and coal; 
vi) expand industries in rural and urban areas which 
wi l l reduce regional imbalances; 
v i l ) increasing competitiveness and con^etitlon; and 
v l l l ) promote economic federalism. 
36. Government of India: s ix th Five Year Plan, Planning 
Oomnission, 1980-85, New Delhi, p.261 
37. Ib id . , p.262 
38. Government of India: Economic Survey, Planning Obmmission, 
1980-81, New Delhi , p . 12 
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inportant measures taken during the e ight ies to rejuve-
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nate the Industrial sector included: 
1) del lcensing of a number of industries; 
11) enlargement of l i s t of industries open to large 
houses and foreign concerns and other policy 
relaxation in respect of MRTP and FERA ooii|>anies; 
i l l ) ^itBnctfnent of investment l imi t for exen|>tion fioro 
l l c ^ s i n g and also for snai l scale units; 
Iv) l ibera l izat ion of ln|)ort po l i cy and foreign collabo-
rations; and 
v) greater thrust to industries with export potential. 
These measures* although piecemeal in nature* have pro-
duced very favourable e f fec ts . They have inparted some amount 
of dynamism bo the Indian economy* part icular ly to the industrial 
sector. The increase in competition and the gradual emergence 
of a buyer's market in several Industries where a se l l er ' s 
market prevailed in the past has been encouraging techrK)logical 
upgradation* lnprovement in eff ic laicy* more attention to quality* 
competitive pricing and customer sat i s fact ion e t c . The period 
of 1980 Industrial Pol icy i s called as a period of industrial 
recovery. Where output expanded at the rate of 11,19 percent 
39, Government of India: Economic survey* Planning QsRinlssion* 
1980-81, New Delhi* pp.15-18 
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40 per annum during the period i . e . from 1981-82 to 1988-89. 
All leading role which chemicala and petrochemicals acquired 
in the 1980s shows t t e t this sector has become the Prime 
determinant of growth in the industrial sector. As a whole 
the output of capital and basic goods increased in l ine with 
the average industrial growth at 9.5 and 8.2 percent respec-
t ive ly . However* the product of intermediate goods could 
increase only by 6.5 percent per annum considerably l ess than 
41 the overall growth rate of industrial sector. The above 
points became to a strong constraint on future industrial growth 
in the country. 
Hence/ the above industrial pattern move towards in 
favour of richest sect ions , ignores natural endowments of the 
country/ lower employment potential and increasing regional 
imbalances. 
i ) The s igni f icant ly higher rate of growth registered by 
consumer durable goods sectors points to the «nergence 
of an Industrial production pattern moved in favour 
of the re la t ive ly small richer section of the soc iety . 
Total saving in the economy have actually declined 
from 21.2 percent of GDP (new series) in 1980-81 to 
40. Government of India: Bconomic Survey, Table 4 .3 , Ministry 
of Finance, 1989-90, New Delhi, p.52 
41. I b i d . , p.52 
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20.2 percent in 1987-88.*^ This trend in doraeatic 
saving rate does not predict well form future mobili-
zation of investment resources. 
i i ) The pattern of industrial growth that has been promo-
ted by the government in the e ight ies but ignores the 
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natural ^dowm»ts of the country. While the growth 
of metals and metal based products, machine building 
e t c . has failed to increase at a suff ic ient pace 
the production of chtfdcals and other basic industries, 
I t a l so shows that the governmeit has imposed an 
industrial structure which goes against t-he compara-
t ive advantages of the economy. 
i i i ) The western regions such as Maharashtra and Gujarat 
have had a larger share of industrial investment 
rapidly since the la t ter half of the s ix t i e s than 
what the rate of investment in other regions l ike 
west Bengal, Bihar and Orlssa. Besides the share 
in tota l value addition there in the industrial 
sector a lso decreased from 23 percent in 1968-69 
to 16 percent in 1984-85 while the share of 
Maharashtra and Gujarat increased up to more than 
33 p t f : c « t in 1980s.^* 
42. Kelkar, V . L . , and Kumar, R. j "industrial Growth in the 
Eighties*, Economic and Pol i t i ca l Weekly, J^uary 27, 1990, 
pp.211-15. 
43. Ib id . , p.218 
44. Ib id . , p.214 
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in the l ight of above objectives I t Is cri t ic ized that 
under t t e 1980 Industrial Policy the government extended the 
area of reservaticm to 834 Industries for small sector keeping 
in view i t s performance and p o t e n t i a l i t i e s . The government 
also made free ava i lab i l i ty of raw-materials to such units . 
Several concessions were also granted upon such as Income tax 
concessions« l iberal izat ion of the excess capacity were 
announced under this pol icy to the large sca le industries. The 
Industrial Policy of 1980 had witnessed a tremendous leap and 
surge of economic development and better industrial structure 
in India. 
New Industrial Policy of 1991; 
The New Industrial Policy aiming at the l iberal ization 
and delicensing i t carried forward the path outlined by the 
Congress ( I ) Government under Rajiv Gandhi, I t was feared t t e t 
indiscriminate and unregulated l iberal izat ion would result 
in serious distortions l ike driving out the small scale units 
from the market, permitting imports of unessential items or 
permitting capital goods Imports even when domestic capacities 
remained under-utilized. The Government did not provide any 
safeguards against such misuse or abuse of blanket l iberalization. 
Unrestricted freedom to enter into foreign collaboration might 
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lead to estaJDllsh such ventures entering roaaa conauiH)tion 
goods and thas instead of transfer of technology, foreign 
oollafaoration started a process of economic drain. 
On July 24, 1991, Government of India announced major 
changes in the Industrial Policy. The main aim of the New 
Industrial Policy i s to str«igthen the Indian industrial economy 
and to protect i t from the bureaucratic control , to introduce 
l iberal izat ion with a view to integrate the Indian economy with 
the world economy, to remove restrictions on direct foreign 
investment as a l so to free the domestic entrepreneurs, from the 
restriction of Mim> Act and to shed the load of the public sectors 
which have shown a very low rate of return over the years. 
The sal ient features of the New industrial Pol icy of 1991 
45 
ares 
i ) Industrial l icensing pol icy was abolished for a l l 
projects except in 18 industries where strategic or 
environmental concerns are supreme or where indus-
tr ies producing goods with exceptionally high iirport 
oonts i t . Thus eighty percent of industry has been 
taken out of the l icensing fold. 
45. Government of India : Economic survey Part I , General Review, 
1991-92, Mew Delhi, p.12 
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l i ) The Mim> Act was amended to eliminate the need for 
prior approval by large oompaniea for expansion in 
capacity. This wi l l be helpful for Indian firms to 
become large enough to compete effect ively in the 
world markets. 
i i i ) The requirem^its of phased manufacturing programmes 
were discontinued for a l l new projects. 
iv ) private sector was permitted to expand core and 
basic industries and areas for public sector were 
narrowed down. In the place of the 17 areas ear l i er 
reserved for investment by the public sector* only 
8 such areas are now l e f t as reserved. There eight 
are mainly those involving strategic and security 
ma t ters . 
v) Government of India was en^wered on clearance for 
the location of projects which was dispensed with 
except in the case of 23 c i t i e s with a population 
of more tten one mil l ion. 
vi) small-scale enterprises were provided greater access 
to capital and technology with 25 perc^it of their 
share-holding option in large-scale industries. 
v i i ) A National Raiewal Fund (NRP) has been set tqp with 
a corpus of Rs.200 crores to ensure that the costs 
44 
of technological change and modernization of 
industry would not be borne by workers. I t wil l 
be used to provide a sa fe ty net to workers in sick 
and non-viable enterprises aiKl to finance their 
retraining and redeplo^ent . 
v l i i ) Loan agreements of the financial instituticvis with 
private ly managed firms were ear l ier required to 
provide for the right of the financial inst i tutions 
to convert the loans into equity, in August 1991, 
the inst i tut ions were permitted not to ins i s t on 
this provision in future loans unless they f e l t i t 
necessary for oonmerdal reasons. In December 1991/ 
the inst i tut ions were permitted to delete the pro-
vis ion of the Interest rate where i t was appropriate. 
In the l i gh t of above New Industrial Policy Reform 
objectives the following measures have been taken. 
I ) The l imit of foreign equity holdings was raised 
• from 40 to 51 percent In a wide range of priority 
Industries, such foreign equity participation no 
has automatic approved and i s to be cleared by RBI. 
46. Government of India: Economic survey Part 1, General Review, 
1991-92, New Delhi, p . 13 
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II) The Foreign Investment pxx>fnotlon Board (FIPB) has 
been established to negotiate with large inter-
national firms and to expedite the clearances required 
The FIPB a l so consider individual cases involving 
foreign equity participation over 51 percent, 
III) Technology Inportation for pr ior i ty industries are 
automatically approved for roiyalty payments up to 
5 p^cent of domestic sales and 8 percent of export 
sales or for lunpsura payments of Ss, 1 cxore. 
I t i s observed from the above objectives of New Industrial 
Policy of 1991 that the number of investment approvals has risen 
to 5538 in 1991 from 3335 in 1990. The figure for 1991 includes 
3095 Industrial mtrepr^ieurs Memoranda in Indian field under the 
new industrial pol icy , which would have ear l ier required l e t t er s 
of intent on industrial l i c e n c e s . Investment proposals of 3897 
were cleared between the announcement of the new policy on 24 
July 1991 and 31 January 1992 and during the same period, 505 
47 foreign technology inport agreements were also approved. Prom 
the stand point of this New industrial Policy of 1991 in Eighth 
Plan Government has al located lts» 14579 crores for s t e e l , besides 
Rs, 2771 crores for heavy industries to upgrade technology in this 
47, Government of Indias fksonomic survey Part I , General Review, 
1991-92, New Delhi , p . 14. 
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sector, industrial growth rate during 1994-95 have increased 
48 by 8 percent over the previous year. 
As i t i s a lso c lear fioin the above objectives that 
licensing tes been abolished for a l l industries except coal, 
petroleuni, sugar, motor cars , cigarett eS/ chemicals, pharma-
ceuticals and some luxury items, e tc . Besides t h i s , policy 
l i f t ed the l imit of asse t s fixed for MRIP con^anies and domi-
nant undertakings. Hence, business houses intending to float 
nei# oonpanies or undertake substantial expansion will not be 
needed to seek clearance from the MRTP commission, cm the 
otherhand i t may be said that this pol icy introduced l ibera l i -
zation and privatizaticxi to globalize Indian Bconomy. All 
these concession and f a c i l i t i e s have been veiry much welcomed 
by the businessmen c lass in international market. 
We particularly note that the structure of Indian 
industries has a l so undergone s ignif icant changes and in 
general the climate for rapid industrial developments has been 
created in the country. The l ight consumer goods industries 
have yielded place to heavy and basic capital goods where Inter-
mediate goods industries as the largest coiqponents of the indus-
trial structure. Even among the consumer goods the durable 
48. Government of indias Economic survey* 1994-95, Ministry of 
Finance« New Delhi , pp. 104-7 
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goods Industries have good loqpact to gxow both absolutely 
and re la t ive ly . Now the present po l i cy i s much more conducive 
for both doneatic and foreign investments than in the past. 
However^ there are now a host o£ countries trying to woo 
foreign investment with much more conducive economic environ-
ment than in India. Fruther# cultural factors also t i l t the 
balance in favour of other countries as far as foreign investors. 
Many multinationals are busy establishing foot holds in the 
newly opened markets of the 'coRinunist* vorld. Further, 
foreign business s t i l l regard the po l icy and procedural system 
in India perplexing. Because of these factors one should not 
expect wonders out of the belatet^ measures. Therefore, for the 
f i r s t time the domestic industry has been given a considerable 
leeway to prove i t s mettle. This dynamic coupled with an 
enheuiced external collaboration and oonpetition should be eucpec-
ted to provide a considerable momentum for development. Overall 
the industrial climate i s now well developed more favourable in 
India in comparison with other developing countries. 
CHAPTER - I I I 
ESTABLISHMENT & PROGRESS OF SELECTED 
BASIC INDUSTRIES I N INDIA 
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C H A P T E R - III 
BSTABLISmgiT AND PROGRESS 
OF 
SH.ECTg> BASIC INDUSTRIES IN INDIA 
This Chapter deals with a certain selected basic 
industries and their respective role in the development process 
of a planned developing countries in general and that of India 
in particular. The selected basic industries which mainly taken 
into account such as Power (B lec tr i c i ty ) , Fert i l izer and cement 
industry. They have purposely been selected because they pro-
vide basic inputs used for the further production. The sectoral 
development greatly depend upon these products, namely, f e r t i l i -
zer i s most important in growing the £arm crops raising the 
productivity of land and s imilarly , e e l ec t r i c l ty and cement are 
both equally inportant for agricultural and industrial develop-
ment, building the infrastructure for them. Undoubtedly, the 
curve o£ progress of these industries has been moving up year 
after year. Their establishment especial ly since Independence, 
made a l i s t of progress in the development and expansion of 
these industries and stands on the top of the developing 
countries In this f i e l d . 
Industry-wise Analysis; 
Power Industry i s the most useful, convenient and versa-
t i l e form of energy. Therefore, demand of e l e c t r i c i t y , tas been 
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girowing a t a £aater r a t e than o the r forms of energies, obvious-
l y , use of e l e c t r i c i t y has been Increasing tremendously both 
in a g r i c u l t u r e and indus t r i e s . The consumption of e l e c t r i c i t y 
in the country can be an ind ica to r of level of production and 
gxx>wth. I t has been giv#<i high p r i o r i t y in development p ro -
grammes. The power sec tor i s c l a s s i f i e d in to three ca tegor ies , 
( i ) thermal power; ( i i ) hjdel power, and ( i i i ) nuclear power. 
Though the f i r s t hydro-station was s e t up in India a t Darjeeling 
in 1897. After two years , the f i r s t steam s ta t ion was 
b u i l t a t Calcut ta of 1000 KW, the progress of e l e c t r i c i t y 
development had been qui te slow and neg l ig ib l e for about two 
decades. The J i r s t hydel power was establ ished a t Shivasamudram 
in Mysore near about 1900. During 1921-40, the to ta l capacity 
increased by about ten times from 0,13 mil l ion KW to 1.3 mil l ion 
KW and increased in the field of e l e c t r i c i t y generation between 
1941 and 1951 was about 50 percen t . Power i s a concurrent 
subject under the Oonsti tution. The r e s p o n s i b i l i t y for e l e c t r i -
c i t y development and i t s supply i s both of the centre and s t a t e 
Governments. Government has given p r i o r i t y of the Five Year 
Plan in 1951. The Ins ta l led caoac i ty raised from 2.3 million 
2 
KW to 3.4 mi l l ion KW during the F i r s t Five Year Plan. In Second 
1. Chopra, P.N. £e Chopra, P . : Encyclopaedia of India , Vol .11, 
Agam Prakashan, 1988, Delhi , pp.311-12 
2. Government of India: F i r s t Five Year Plan, New Delhi, 
pp.340-55 
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Five Year Plan, the ac tua l addit ion to generate capacity was 
3 2.28 mill ion KW as aga in s t the t a rge t of 3.8 mi l l ion Kvf. The 
in s t a l l ed capaci ty coRinis4ion«)d during the Third plan was 10.17 
mil l ion KW and th is plan was launchiiig of the i n t e r - s t a t e grid 
system. The country was divided in to f ive reg ions , each with 
a regional e l e c t r i c i t y board. The f i r s t nuclear power s t a t i on 
was s e t up a t Tarapur near Bombay in 1969. The t a rge t for 
addi t ional capaci ty during the Eighth Plan period was fixed 
30,538 MW.* 
The E l e c t r i c i t y Act, 1948 forms the bas i s of the adminis-
t r a t i v e s t r uc tu r e of the e l e c t r i c i t y indus t ry . The Act provides 
for the s e t t i n g up of a Central E l e c t r i c i t y Authori ty and s t a t e 
E l e c t r i c i t y Board to develop a nat ional power p o l i c y and to 
coordinate the a c t i v i t i e s of various agencies . Central E lec t r i -
c i t y Auithority meant for advising Ministry of Power on technical 
economic and f inancial mat te r s . Q^nstruction and operation of 
power generation p ro jec t s In the cent ra l s e c t o r a r e entrusted 
with Central Power Corporation, namely. National Thermal Power 
Corporation, National Hydro-Electric Power Corporation and 
North sastern E l ec t r i c Power Corporation under the administra-
t i v e control of the Minis t ry of Power. The power Grid 
3 . Government of India* Second Five Year Plan,New Delhi, pp.331-45 
4> Govt.of India : Second Five Year P lan , O p . c i t . , pp.331-32. 
. 5 . Govt, of India » 1993^, Minis t t ry of Information & Broadcasting 
Publicat ion Div is ion , New Delhi , pp.480-92. 
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Cbrporatlon i s supposed to be responsible for construction 
and operation of transmission projects in the central sector 
and also for the formation of national power grid. The 
Damodar Valley Corporation constituted under the DVC Act, 1948 
and the Bhakra Beas Managemeit Board under the Punjab Reorgani-
zation Act, 1966, are also under the control of the Ministry 
of Power. There are two jo in t venture power corporations under 
the administrative control of the Ministry of power, namely, 
Natlpa Jhakri Power Corporation and Tehri Hyaro Development 
Corporation, which are responsible for the execution of the 
power projects and Hydro Power conplexes respectively. Oirrently 
Govemm^it cleared Foreign Power Projects into different parts 
of the country. Mangalore Thermal Power Project (Qangentrlx) 
of USA i s involved in sett ing up two major projects in India: 
A 500 Mw thermal power projects a t Hissar In Haryana and a 
1,000 MW thermal power project a t Mangalore in Kamataka. The 
per megawatt cost for this i s Rs, 5,o88 crore project wortte 
more than Rs. 5 crores j o i n t l y with Jaiprakash Industries. 
Vishakhapatnam Thermal power Project of USA is proposed to be 
s e t up by the Jttnduja group for lOOO MW with Rs. 3000 crore. The 
project i s expected to be conqpleted by January 1997. Paguthan 
Thermal Power Project has been se t t ing up at Paguthan in Bharuch 
6. Govt, of India » 1993, Ministry of Information & Broadcasting, 
publication Division, New Delhi, pp.480-92. 
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d i s t r i c t of Gujarat by Torrent Gujarat Biotech, Torrent 
Pharmaceuticals and Gujarat Power CorporatIon vdth Germany of 
650 MW. The cost for this Rs, 2178 crore project Is Increased 
7 by more than Rs. 2 crore. IB Valley Thermal Power Project 
Is US-based and prop>oses to s e t up this project Joint ly vdth 
the Orlssa Power Generation Gbrporatlon. I t was to be started 
with the outlay of ts, 2#025 crores of 420 MH power plant at 
Sambalpur In Orlssa Jegurupadu Thermal Power Project psoposee 
to s e t up spending Rs. 827 crore as combined cycle power plant 
o f 235 MW at Jegurupadu In Bast Godavrl d i s t r i c t of Midhra 
Pradesh j o i n t l y with GVK industries and Asea Brown Boverl (USA). 
The US-based Kaklnada Thermal Power Project proposes to se t 
up a Rs. 748 crore* 208 MW power project at Kaklnada in Bast 
Godavarl d i s t l r c t of Andhra Pradesh with Indian Bambino group. 
Dabhol Thermal Power Project US-based Is under consideration 
to s e t up at Oabhol in Ratnaglrl d i s t r i c t of Maharashtra, siron 
decided to s e t up the entire project in two phases. The f i r s t 
phase of 695 MW is expected to cost Rs. 2,900 crore and Is based 
on d i s t i l l a t e fuel, in the second phase two units of 660 MW 
i s expected to Rs.6l51 crore and each would be s e t up, using 
p 
l iqu i f i ed natural gas as fuel . In a meeting with mron's 
chief executive off icer Ms Rebecca Mark and Maharashtra Govt. 
that project may be s e t up i f the US conpany comes for serving 
the Interest of the State* I t i s learnt that among the concession 
7. I b i d . , p.475 
8. Economic Intel l igence Services Qirrent Biergy Scene* CMIE, 
June/ 1994, Bombay, pp.35-38 
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offered by Dpc are. 
i ) Changing the fuel by svfltchlng over to naphta; 
11) Reducing the pover tariff In the f i r s t phase of 
the project; 
111) Taking an Indian partner; 
Iv) Lowering the coat of the project by making suitable 
adjustments In the second phase# and 
v) Not passing on the entire Interest Incursed by DPC 
because of the stop work not ice served on I t by the 
Materashtra s ta te Electric i ty Board (MSEB). DPC 
has to pay an Interest of around 250/000 per day for 
any stoppage of work. 
Power sector Is an liif>ortant area which cannot afford 
to become a p o l i t i c a l Issue. Industry experts have urged a 
fresh look at the private power policy so that the current 
In^ses created by the cancellation of the Qirone-sponsored 
Dabhol power project could be corrected. Therefore* a meeting 
has been organized by the Independent power Producer Association 
of indla(IPPAI) on 30th August 1995 with former Chief Electri-
c i ty Authority chairman/ said that i t was inportant to examine 
the way the country could develop i t s private power programme 
9« Chatterjee* D. & Hedge, D.V. t The Economic Times/ 3 i s t M^gust, 
1995/ New Delhi/ p . l 
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without gett ing any p o l i t i c a l oontxoversy. The IPPAI has 
suggested speci f ic changes in the current policy. These 
includes: 
i ) Demand side management-Demand energy generation, 
i i ) Need for f inal iz ing l iquid fuel pol icy to meet the 
invnedlate shor t fa l l , 
i i i ) Leased power plants - an alternative financing 
model, 
iv ) Alternative to counter guarantees, 
v) Setting up of a regulatory power board, 
vi) New Policy not i f i cat ion and modification in 
T & D 
v i i ) Obnpetltive bidding on bulk tarif f rates only, and 
v i i i ) 150 percent depreciation for investment in new 
power projects using new or second-hand machinery. 
The Table 3.1 furnishes the iiqportant informations on 
the number of projects, capacity (MW) and cost (Rs,crore) of 
public sector . Central oovt . ,S ta te Govt,,Private Sector, Foreign 
con|)any, Indian and jo int s ec tors . A huge investment of 
te, 265,779 crore has been proposed to be made in the e l e c t r i c i t y 
generation projects In the country. There are 280 projects 
lO. Economic Times Bureau: The Economic Times, 31st August, 
1995, New Delhi, p.4 
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under ln|>leinentatlon or in the proposal s tage . After the 
oonpletlon o£ these projects this wi l l i n s t a l l 94,520 MW of 
capacity and36,890 MW or 39 percent of the capacity are under-
implementation. The remaining 61 percent capacity i s in the 
i n i t i a l stage. Table 3.2# shows the power capacity additions 
plan-wise target, actual and d e f i c i t , in d e t a i l . The l ikely 
capacity addition may be about 18,000-19,000 MW. None of the 
"fast-track* private sector power projects i s expected to be 
conpleted during the sLghth Plan. The target power generation 
has fixed 32,068 MW for Nineth Plan (1997-02). 
FERTILIZER INDUSTRY; 
Fert i l i zer i s an essential Ingrec^ient to plant growth 
and i t adds to s o i l f e r t i l i t y to check plant nutrient deficien-
c i e s . At present, f e r t i l i z e r has become an international 
commodity among the a l l crop production inputs that help to 
increase world's food supplies. According to the agricultural 
economists that one tonne of nutrients supplied in fert i l izers / 
commodity produces seven to ten tonnes of grains. Basically, 
the three primary nutrient elements, those are needed for the 
healthy growth of the plants in order to itoximize the agricul-
tural output, are as Nitrogen, Phosphorus and Potassium. The 
secondary nutrients are sulphur, calcium and magnesium. The 
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third group of elemeits, called mlcro-nutrlenta because only-
few quanti t ies are needed by plants« consists of boron, copper, 
iion# manganese^ molybdenum, zinc and chlorine, other most 
iR|7ortant elements such as oxygen# carbon and hydrogen, are 
supplied by nature in the form of a i r and water. 
The use of chemical f e r t i l i z e r i s s t i l l a comparatively 
rec^it phenomenon in the long history of agriculture. Until 
Chilean n i t r a t e and Peruvian Guano were f i r s t introduced into 
European agriculture sector in the 1830s, the limited use of 
a r t i f i c i a l fe r t i l i zers was confined to such substances as soot, 
bones, hoofs and horns, sa l tpe t re and lime, e tc . The main rel ia-
nce for the maintenance and restoration of soil f e r t i l i t y was on 
such practices as shifting cul t ivat ion, following crop rotat ion, 
catc^cropping (especially with nitrogen fixing legumes) and 
the recycling of crop and animal residues. 
In India the use of chemical f e r t i l i ze r s started a t the 
end of nineteenth century by import of n i t r a t e from Chile. In 
the beginning, the use of f e r t i l i z e r was mainly confined to 
the fe r t i l i za t ion of tea and coffee plantat ions. The use of 
f e r t i l i ze r s in reasonable quanti t ies began in 1920s in tea 
plantat ion, in 19308 i t spread to sugarcane and rice in some 
11. Fer t i l i ze r Association of India: "Fer t i l izer News", May, 
1973, New Delhi, p.53. 
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areas. I t s use in growing food crops to the significant extent 
started with the 'GROW MORE POOD CAMP XT GN* launchecl after the 
Bengal Famine of 1942. The use of f e r t i l i z e r has especially 
been tfiphaslzed through the Introduction of f er t i l i zer respon-
s ive to high-yielding-varieties of seeds in mid-sixties and 
heice« the growth of f e r t i l i z e r Industry too.The main enphasis 
upon in India are well noted as rapidly increasing consunnptlon 
and production and large imports of f er t i l i z er s to meet the 
internal requiranents. The f i r s t f e r t i l i z e r produced was s ingle 
Super Phosptete (SSP) in 1906 at Ranipat in Tamil Nadu, using 
powdered bones and sulphuric acid. The plant i s s t i l l In 
operation with considerable modification and es^ansion, though 
the use of bones was stopped some years ago and the usual 
phosphate rock i s being used instead. According bo the 1956 
Industrial Pol icy Resolution, Government very much enphasized 
the production of f er t i l i z er s establishing the factories in 
public sector and allowed the private and cooperative sectors 
to do the same. Thus a number of steps were tak^ for the 
expansion and development of f e r t i l i z e r s industry in the 
country. 
12. Sharma, M.L.: ••Fertilizer Industry in India : A Financial 
Appraisal", North Book Centre, New Delhi, p.7 
13, Chair, K.S,: Fert i l izer Industry » Can We become Self-
s u f f i c i e n t ?••, Economic TlmeB, 4 June, 1980, p.5 
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1. Public Sector Oonplex Fert i l izer induatry; 
The public sec tor / thus, came to occupy a oornnandlng 
position In a number of Fert i l izer Industries and established 
which are as following: 
1) Fert i l i zers & chemicals Travancore Limited (FACT) 
was f i r s t l y s e t up In 1947 at Xlwaye (Kerala), 
another In 1973 at Ambalamedu (Kerala) Oochln I and 
/inbalamedu (Kerala) Obchln I I . 
11) Fer t i l i zer Oorporatlon of India ( F d ) was established 
such as Goralchpur (U.p.) In 1969, s indrl (Bihar) m 
1951, Ranegund^n (A.P.) in 1980, and Talcher (Orlssa) 
in 1980. 
i l l ) Hindustan Fert i l i zer Obrporatlon Limited (HFC), 
was introduced f i r s t l y in 1969 at Namrup I & II 
(Assam), Baraunl (Bihar) in 1976, and Durgapur (West 
Bengal) in 1974. 
iv) Madras Fer t i l i zer Limited was se t up in 1971 at Manali 
in Tamil Nadu. 
V) National Fert i l izers Limited (NFL) was f i r s t l y set 
up in 1961 a t Nangal i & i i (Punjab), Bhatinda(Punjab) 
in 1979, Panipat (Haryana) in 1979, and VlJalpur(M.P. 
in 1987. 
^** ffSJ^ii"'" ^ « o c i a t l o n of India* Fert i l izer S t a t i s t i c s , 1991-92, New Delhi , pp I-2-I-21 
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v l ) Neyvell Lignite Gbrporation Limited was started in 
in 1966 at Neveli in Tamil Nadu. 
v i i ) pacadeep Phoapate I & I I Fert i l i zer Industry was 
came in 1986 at Paradeep in or lssa . 
v i i l ) Rashtriya Ch^nicals & Fert i l i zer Limited (RCFL) 
came into existence f i r s t l y in 1965 at Trombay I to 
IV (Maha.)* Trombay V in 1982 in Maharashtra, and 
t t e l Valshet (Maha.) in 1985. 
ix ) Steel Authority of India Ltd. (SAIL) was established 
f i r s t l y at l i soo Burnpur^Multi (West Bengal) In 1947, 
other at Bhilai (MP) in 1955, Durgapur (w.B.) in 
I960, Hourkela (Orlssa) In 1967, and Bokaro (Bihar) 
in 1972. 
2 . Private Sector Fert i l izer Industry: 
I t came into market and se t up f i r s t l y in 1933 as Tisco 
at Jamshedpur (Bihar) and also established another industries 
such as EtD parry (India) at Binore (IN) in 1963, GSFC at Baroda 
(Gujarat) in 1967, SPC at Kbta (Rajasthan) in 1969, ICI India 
at Kanpur ( U . P . ) in 1969, SPIC at Tuttcorin (Tamil Nadu) in 
1975, MCFL at Mangalore (Kamataka) in 1976, ZACL at zuazrl 
Nagar (Goa) in 1973, CFL at Vizag (AP) in 1967, Cyanides & 
Chemicals a t Surat (Gujarat) in 1982, GNFC at Bharuch (Gujarat) 
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In 1982^ Punjab National Ferti l izers & Chemicals a t Naja 
Nangal (Punjab) in 1985« HLL at Haldla (west Bengal) in 1986, 
Oodavari Fert i l i zers Chemicals at Kaianada (AP) in 1987, Indo-
Gul£ Ferti l izers & Chemicals Corporation at Jag(31shpur (U.p.) 
in 1988^ Deepak Fert i l i zers & Petrochemicals Oorporation at 
Taloja (Maharashtra) in 1992« and Nagarjuna Fert i l izers & 
Ch^nicals at Kakinada (AP) in 1992.^ 
3 . Qp-operative Sector Fert i l izer Industry? 
I t i s too limited and established f i r s t conplex f e r t i -
l i z e r industry namely as IFFOO at K l^da (Gujarat) in 1975, and 
16 
secondly KRIBHOO at Hazira (Gujarat), in 1986. 
Table 3.3 shows the detai l s capacity and financial out-
lay plan-wise of f e r t i l i z e r industry in India upto 1992-93, 
India i s only producing nitrogenous f e r t i l i z e r (N) and Phospha-
t i c f e r t i l i z e r (Po^s^ ^'^^ potassium by inqport. Table 3.4 
indicates a l l India production target, production and stock of 
N and p^o^ June (1995 & 1994) and April-June(1995fc 1994). 
Production of total f e r t i l i z e r nutrients was 885 thousand tonnes 
during June 1995 as against 792 thousand tonnes in June 1994. 
Both N and p O^  witnessed increase in production, AS against 
15, Fert i l izer Association of indiat Op.c i t . , pp.I-2-Z-21 
16. Ibid. , p . 1-2, 1-21 
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the target N production f e l l short by 16 thousand tonnes 
whereas P 0 production marginal ly crossed i t s targe t . The 
capaci ty u t i l i z a t i o n o f N and p O inproved from 83 and 84 
percent during June 1994 to 89 and 92 percent during June 1995. 
In s p i t e of the above p r o j e c t s , capac i ty of f e r t i l i z e r industry 
the other projec t s are under considerat ion to be es tabl i shed 
and to produce f e r t i l i z e r s under publ ic s e c t o r , pr iva te s e c t o r 
and cooperative s e c t o r . 
CEMBJT INDUSTRY IN INDIA 
C^ent industry i s inportant for economic development 
of every country in the world and i t has inportance for cons-
truct ion a c t i v i t y on a l a r g e s c a l e . The Indian cement industry 
i s the f i f t h l a r g e s t producer i n the world a f t e r China, Japan, 
USSR and USA with an aggregate turnover of over Rs. 100 bn in 
1993-94. Cement industry came in to ex i s t ence in 1904 in India , 
w h ^ the f i r s t attempt to manufacture cement was started in 
Madras. In fac t , the industry has been growing s t e a d i l y a f t e r 
the eatabl is twent a u n i t . o f the Indian cement Co. Limited in 
October 1914 with an i n s t a l l e d capaci ty of 1000 tonnes a t 
17 Porbandar in Gujarat. In 1914 indigenous production was not 
s u f f i c i e n t to meet the domestic demand an inport o f 1,65,723 
17. Government of India: India 1994 - A Reference Annual, 
Ministry of industry & Broadcasting, Publ icat ion D iv i s i on , 
New Delhi , p.553 
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tonnes. Due to second world war there arose a number of 
d i f f i c u l t i e s but the foreign trade r e s t r i c t i o n acted as moti-
vation to e s t a b l i s h and the development o f indigenous industry. 
In 1924 the t o t a l J.nstai led capac i ty o f cement industry 
increased t o 5«59/800 tonnes per annum. But a f t e r ind^endence, 
the i n s t a l l e d capaci ty o f Indian cero^it industry grew to 2.2 
18 
mi l l ion tonnes per year. Cement i s produced both under publ ic 
and p r i v a t e s e c t o r in India , i n 1950-51 there were only 21 
fac tor i e s o f cement industry with the capac i ty of 3.28 mi l l ion 
19 tonnes in our country. Cement industry in India , i s mainly 
located in Madhya Pradesh, Tamil Nadu, ;»idhra Pradesh, Raj as than, 
Gujarat, Bihar and Kamataka. These s t a t e s have limestone 
reserves account for 90 percent of the reserves in India. There 
are d i f f e r e n t v a r i e t i e s of cement produced in our country such 
as ordinary port land, Portland Pozzolana, Portland b las t furnace 
s l a g , s p e c i a l high s trength cement, o i l wel l cement, coloured 
cement, low heat cement and white cement. 
Government of India and p r i v a t e producers had a lso 
es tabl i shed Mini and Tiny cement p l a n t s . They are situated 
in Andhra Pradesh, Kamataka, Madhya Pradesh and Rajsthan. In 
those p laces where there are l imited q u a n t i t i e s of limestone 
18. Kbtharls Kbthari's Industr ia l D irec tory of India, Kbthari 
Enterprises , Madras, 1992, p . 4 - 3 
19. Cherunilam, Francis: i ndus tr ia l Economics, Plimalaja Publi-
shing House/ De lh i , 1994, p . 4 7 0 . 
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a v a i l a b l e . I t i s fac t and not p o s s i b l e to s e t up large p l a n t s . 
Mini and t i n y cement plants p l a y an important role to create 
employment/ to encourage small entrepreneurs and explo i t small 
reserves o f l imestone. At present« there are 100 large s i z e 
p lants and 250 mini and t iny cement u n i t s in India with a to ta l 
i n s t a l l e d capac i ty of 70 m i l l i o n tonnes . Public sector cement 
industry i s producing only 15 percent and pr iva te sector 85 
20 percent o f the capaci ty in India . In th i s way i t may be 
sa id that p r i v a t e s ec tor i s dominant in cement production in 
India . 
The c^noit industry made further progress under the 
st imulus of economic planning s i n c e 1951. Table 3,5 highl ights 
the i n s t a l l e d target , capac i ty achievement, production target 
and achievement during the plans o f cement. Table shows that 
the production targets achieved vary between the F irs t Plan 
to seventh p lan . The t o t a l i n s t a l l e d target was fixed 5.3 
m i l l i o n tonnes and achieved 5 .0 m i l l i o n tonnes in First Five 
Year P lan , in second Five Year Plan target was estimated 16.0 
m i l l i o n bonnes and capacity achieved accounted 9.3 mil l ion 
tonnes. Therefore, the to ta l i n s t a l l e d capacity increased to 
43.0 m i l l i o n tonnes and 41.2 m i l l i o n tonnes capacity achlevemait 
during the S i x t h Plan, in o ther words i t may be said that the 
20. Government o f indiat India 1994 - A Referoice Annual, 
Min i s try of Industry & Broadcast ing, Publication Div i s ion , 
New D e l h i , pp.553-54 
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production targets achieved varied between a lovf 61.5 percent 
in the Second Plan and as high as 95.8 percent in the First 
plan. The target of production could not achieved in these 
years owing to constraint l ike shortage of power and coal. The 
target for production of cement has been 49 million tonnes in 
the Seveith Plan. Continuing power shortages in Andhra Pradesh, 
KamatalQ and Rajas than and in adequate of f take in the domestic 
market continued to play operations of almost a l l producers and 
many units were conpelled to regulate production because of an 
increasing invaitory problem in e a r l i e r period of establishment 
and factory operation. 
The overall production of cement in 1993-94 has been 
52.92 mill ion tonnes with a capacity u t i l i za t ion of 83 percent. 
The Production during the corresponding year of 1992-93 was 
48.86 mill ion tonnes. Therefore^ the industry has achieved 
a growth rate of 8.3 percent in the current year over the 
corresponding period of the l a s t year. Currently, the cement 
industry i s not only meeting the en t i re requirements of the 
country but has also started exporting to the neighbour 
countries l i k e Nepal, Pakistan, Bengladesh and Sri Lanka. 
During 1993-94 exports of cement was about 2.5 million tonnes. 
The target of 64.5 million tonnes of cement was fixed for the 
year 1994-95, 
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With the e e t a b l l a r m ^ t of the cement corporation of 
Ind ia limited (CCI) in 1965, the pub l ic sec tor has entered the 
cement industry in a l a rge way. The c c r ' s f i r s t u n i t a t 
Mandhar in Madhya Pradesh with a capaci ty of 2 lakh ttxines 
p e r year went in to production in 1970. CCI again s e t up 9 un i t s 
wi th a to ta l capaci ty of 2.75 mil l ion tonnes pe r year . During 
the Seventh Plan CCI was corraleted three p lan t s of cem«it 
indus t ry with one mi l l ion tonne capaci ty . Since* the publ ic 
s ec to r cement indus t ry have major programme for u t i l i z a t i o n of 
s lag from s t ee l p lan ts and s e t up namely a t Bokaro# s t e e l 
Authority of India in Rourkela and Bhilai s l a g . Government 
of India was s t a r t ed a scheme of p a r t i a l decontrol of cement 
in 1982 and l i b e r a l p o l i c y in respect of p r i c e and d i s t r i b u t i o n 
and permitt ing MRIP/FERA oon^anies to s e t up new pro jec t s for 
increase capacity to meet the increasing demand constant ly . In 
th is way/ the perspect ive plan for the cement indus t ry envisages 
a t o t a l capacity of 100 mi l l ion tonnes by 2000 A.D. maJcing 
India the secbnd l a r g e s t cement producer only a f t e r China as 
21 
cocr|>are to the f i f t h p l ace i t occupies now. 
Changing scenario of Cement production from 
control to De~0ontrol: 
Indian cement production/ d i s t r i b u t i o n and p r i c e was 
fu l ly controlled by the Government before and a f t e r planning 
21. The Economic Times: The Economic Times s t a t i s t i c a l Survey 
of the Indian Economy/ 1984/ Delhi/ pp.74-75 
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era. They also announced 12 percent post-tax return on invest-
22 
roent in cement industry in 1977. and gave a push to the plants. 
This period was to be called a phase of imports« struggle and 
survival of cement industry. In 1982 Government further changed 
policy of ful l control and provided part ia l decontrol formula. 
The cement industry welcome this prograirroe with whole heartedly. 
Government purchased i t a t a control rate . The balance cement 
was treated as non-levy comoodlty and i t was allowed to be sold 
in the open market at the current p r i c e . This period was called 
as a period of price control. Unfortunately* levy proportion 
of cement product declined. Government of India further changed 
i t s pol icy of partial control to fu l l decontrol of the cement 
23 
industry in 1989. Hence, both control era and partial control 
era had be«i ineffect ive . India has achieved self-sufficiency 
in cement product from 1982-87. From 1987 i t started surplus 
of cement and now India i s exporting cement into world market, 
in this way i t may be said that the cement Industry scenario 
has changed from shortage to surplus, inqports to exports and 
old technology to new technology. All these go to a long way 
in strengthening cement plants a f ter the partial control. 
Three basic Indus tries which have been selected for 
studying their capacity u t i l i za t ion in particular and the capa-
c i t y u t i l i z a t i o n in Indian industries in general. The study 
22. Chakravarty* S.M.i Cement Industry - Outlook for 9o's , 
Financial Express* 4th July 1990* New Delhi* p.5 
23. Katotl* Raghavendrat Transition from control to Decontrol* 
The Economic Tiroes* 29th March* 1990* New Delhi* p. 15 
67 
made in this chapter reveals a number of facta about the 
progress of these industries highlighting the pace of progress 
especial ly made in the post-Independence period. Though the 
cement Industry started very l a t e in comparison to <bther two 
selected industries even i t surpassed the other tvo industries 
in i t s progress. The pace of development keeping the level 
of production and the quantity of supply of cement has been 
more than what the production and supply quantum of i t s & 
fer t i l i zers in the country. The privatization has also part i -
cipated in other two industr ies . Production trends, demand 
supply, any gap in their and consunption, u t i l i za t ion have been 
ent ire ly studied in the next chapter. 
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TABLB - 3 .2 
Plan-wlae capac i ty Additions o f Power : MW 
5 5 f 5 
Plan 0 Period | Target I Actual | D e f i c i t (%) 
F i r s t 
Second 
Third 
Ftourth 
F i f t h 
S i x t h 
S e v e n t h 
E i g h t h 
N i n e t h 
SOURCE: 
1951-56 
1956-61 
1961-66 
1969-74 
1974-79 
1980-85 
1985-90 
1992-97 
1997-02 
1 , 3 0 0 
3 , 5 0 0 
7 , 0 4 0 
9 , 2 6 4 
1 2 , 4 9 9 
1 9 , 6 6 6 
2 2 , 2 4 5 
3 0 , 5 3 8 
3 2 , 0 6 8 
Economic I n t e l l i g o i c e S e r v i c e 
1 ,100 
2 ,250 
4 ,520 
4,579 
10 ,202 
14 ,226 
2 1 , 4 0 1 
18 ,000 
, I n d i a ' s 
15 .4 
35 .7 
3 5 . 8 
5 0 . 5 
1 8 . 4 
2 7 , 7 
3 . 8 
4 1 . 1 
B iergy S e c t o r , 
CMIE, June, 1995, Bombay, p . 3 
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Year/Period/Sec tor 
At the end of 1947 
1951-56 ( I Plan) 
1956-61 ( I I Plan) 
1961-66(111 Plan) 
19 66-69 (Annual 
Plan) 
1969-74(IV Plan) 
1974-79 (V Plan) 
1979-80 
1980-85 (VI Plan) 
1985-90(VII Plan) 
(as on 1 .10 .85) 
1985-86 
1986-87 
1987-88 
1988-89 
TAPLB - 3 ,3 
Capacity And Financial out lay of F e r t i l i z e r 
Industry 
. capac i ty 5 Financial out lay during 
Jduring peri6d the period (Rs.crore) 
i N |^2"5 iPub.SectlQoop.SectJPvt.Sectl 
5 
(10) 
90 
(100) 
21 
(121) 
349 
(470) 
385 
(855) 
1092 
(1947) 
1327 
(3274) 
628 
(3902) 
1339 
(5241) 
683 
(524) 
838 
(6762) 
3^2 
(7084) 
1075 
(8159) 
5 5 .5 
(68) ( 6 . 3 ) 
4 53 .7 
(106 ) (60 .4 ) 
22 4 .5 
(128)(64»9) 
146 113.8 
(274) (178 .7 ) 
160 9 4 . 5 
(434) (273 .2 ) 
147 193.1 
(581) (466 .3 ) 
536 639.2 
(1117) (1105 .5) 
167 735.7 
(1284)(1841.2) 
438 708.8 
(1722) (2550 .0) 
52 957 .0 
(1774)(3507.0) 
544 450.O 
(2318)(3957.9) 
153 283.3 
(2471) (4240 .3) 
198 587 .1 
(2669) (4827 .4) 
( - ) 
( - ) 
( - ) 
( - ) 
( - ) 
( - ) 
97.6 
(97 .6) 
(97.6) 
233.5 
(331.1) 
(331.1) 
927.0 
(1258.1) 
(1258.1) 
696.0 
(1954.1) 
0 .4 
(2 .9 ) 
0 .4 
(4 .5 ) 
5.3 
(9.8-) 
8.2 
(18.0) 
119.3 
(137.3) 
179.5 
(316.8) 
237.0 
(553.8) 
3.5 
(557.3) 
670.8 
(1228.1) 
344 
(1262.5) 
120.0 
(1382.5) 
139.6 
(1522.1) 
992.5 
(2514.6) 
Oontd. 
Ttotal 
5.9 
( 9 . 2 ) 
5 4 . 1 
(64 .9 ) 
9 .8 
(74 .7 ) 
122.0 
(196 .7) 
213.8 
(410 .5) 
372.4 
(782 .9) 
973 .8 
(1756.7) 
739.2 
(2495.9) 
1613.1 
(4109.0) 
9^1.4 
(5100.4) 
1497.0 
(6597.4) 
422.9 
(7020.3) 
2275.6 
(9295.9) 
• • 
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Table 3.3 cx>ntd... 
1989-90 12 47 28.4 - 9 .6 38.0 
(8147) (2716) (4855.8) (1954.1) (2524.2) (9333.9) 
1991-92 64 20 315.0 - 247.5 562.5 
(8211) (2771) (5170.8) (1954.1) (2798.7) (9923.6) 
1992-93 304.4 47.7 - - 1247.6 1247.6 
(8515.4) ( 2818 .7X5170.8) (1954.1) ( 4046.3) (11171.2) 
NOTE: 1. Caleidar year c ^ be tak^i as to broadly oonfortn to the 
f inancial year, aay 1951 = 1951-52 and so on. 
2. Figures In brackets represent cumulative t o t a l s . 
SOURCES F e r t i l i z e r s t a t i s t i c s - 1991-92, FAI, New D e l h i , pp . I -27 to 
1-28. 
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TABLB - 3.5 
Targets and Achievement of cement Industry 
during the Plans. 
Million Tonnes 
Plans 
F i r s t Plan 
( 1 9 5 1 - 5 6 ) 
Second Plan 
( 1 9 5 6 - 6 1 ) 
Third Plan 
( 1 9 6 1 - 6 6 ) 
Fourth P lan 
(1969-74 ) 
F i f t h Plan 
(1974-79) 
S i x t h Plan 
(1980 -85 ) 
Seventh Plan 
(1985-90) 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
SOURCE: 1 ) 
• i n s t a l l e d 
• T a r g e t 
5 . 3 
1 6 . 0 
1 5 . 0 
2 1 . 5 
2 3 . 5 
4 3 , 0 
6 2 . 0 
6 4 . 30 
6 6 . 50 
7 0 . 5 0 
7 4 . 9 0 
7 9 . 0 9 
D i f f e r e n t 
1 Capaci ty 4 
• Achievement 
5 . 0 
9 . 3 
1 2 . 0 
1 9 . 8 
2 2 . 6 
4 1 . 2 
5 9 . 0 
6 3 . 0 
6 5 . 0 
6 7 . 1 0 
7 0 . 5 0 
7 5 . 2 1 
P r o d u c t i o n • 
Targe t • 
4 , 8 
1 3 . 0 
1 3 . 0 
1 8 . 0 
2 0 . 8 
3 2 . 5 
4 9 . 0 
5 1 . 0 
5 4 . 0 
6 0 . 0 
6 3 . 0 
6 4 . 5 
I s s u e s o f F ive Year P l a n . 
Achievement 
4 .6 
8 . 0 
1 1 . 0 
14 .7 
1 9 . 4 
30 .2 
45 .6 
4 9 . 0 
5 3 . 0 
48 .86 
5 2 . 9 2 
11) Various Issues of sconomic Survey. 
i l l ) Kbtharl's industrial Directory of India-1992, 
p . 4-3 
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C H j ^ P T E R - I V 
SCaij^RIO OF POWER O0N5UMPTION AND 
PRODUCTION IN INDIA 
Power Industry holds the key to the i n d u s t r i a l expansion 
and i t s progress as well as overa l l economic development In a 
country and thus the prosper i ty therein. As a b a s i c input i t 
occupies such an important p lace so that i t can e i t h e r pronote 
or retard the p r o c e s s o£ development in any £ i e l d , whether i t 
i s industry or agr icu l ture* i t i s undoubtedly equa l ly iBH)ortant 
irt a l l human a c t i v i t i e s . So, e l e c t r i c i t y should not become a 
constraint in any c a s e . Any shortage of power d i r e c t l y a f f e c t s 
Various product ive a c t i v i t i e s in a g r i c u l t u r e , industry and 
transport s e c t o r s , and gives a setback to the process of economic 
growth. Planning for power generation and i t s supply should get 
highest p r i o r i t y . No s tone should be l e f t unturned in this 
matter. There are two important aspects regarding i t s planning. 
F i r s t l y , planning o f power in quant i ta t ive terms, when the empha-
s i s i s l a i d upon the maximum p o s s i b l e production and largest 
poss ib l e supply . Secondly, the supply o f power must be made 
uninterrupted and i t must be more regular and freque i t . Inpro-
ving the r e l i a b i l i t y upon power i s more Inportant from i t s 
frequent flow p o i n t of view. The progress in the power sec tor 
during planning period has so far be&n s i g n i f i c a n t . India has 
been able to i n c r e a s e i n s t a l l e d capaci ty generat ing in the 
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country from l l o o MW a t the beginning of the Firs t Plan to 
180CX) MW in Eighth Plan. India has vast hydro-electr ic poten-
t i a l much of which remain to be developed in d i f f e r e n t s ta t e s 
of the country. Government o f India has given a high p r i o r i t y 
to hydro-defvelopment in the seventh and Eighth Plan. The main 
2 
o b j e c t i v e s of power development programmes are as following: 
i ) to meet the needs o f the industr ies and agriculture 
sec tor / 
i i ) to be e s t a b l i s h research work connected with power 
projec t s ; 
i i i ) to meet the load growth in the e x i s t i n g power supoly; 
Iv) to provide the r e q u i s i t e capacity for reasonable 
expansion o f the areas o f supply; 
v) to s e t up tra in ing of thermal power s t a t i o n operating 
personnel; 
v i ) to improve power equipment t e s t i n g c o i t r e s ; 
v i i ) to increase consultancy s e r v i c e for power development; 
and 
v i i i ) to modernize prel iminary survey of hydro-power gene-
ration s i t e s . 
Now i t i s qui te p o s s i b l e to a s se s s the power s i tua t ion 
under the above points in the country. 
1. Govt.of Indiai India - 1993^ Ministry o f Information & Broad, 
c a s t i n g , publ icat ion D i v i s i o n , New Delh i , pp.480-85 
2. Govt, of India: Second Five Year Plan, Power Sect ion, New 
D e l h i , pp.331-45. 
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CONSUMPTION OF POWER: 
India has achieved tremendous progress in rais ing power 
consunption. in the 1950s, per -cap l ta consunption of power in 
the country was around 16 KWH only . I t increased the 100 KWH 
per capita in 1975-76. and the 200 KiVH per capi ta in 1OT7-88. 
3 
E l e c t r i c i t y consumption further rose to 283 KWH in 1992-93. 
Share of power energy in advanced countr i e s was ( in million 
tonnes o i l equiva lent ) as in USA ( 1 9 2 ) , USSR ( 7 5 ) , France ( 6 9 ) , 
Japan ( 6 3 ) , and Canada (48) in 1991. In India t o t a l power 
consumption was on ly 7 ( i n mi l l ion tonnes o i l equivalent) as 
4 
compared to advanced countries in 1991. 
Table 4 .1 shows the consunption o f power sector-*d.se 
namely. Industry, Agricul ture , Domestic, Oommercial, Railway/ 
Tram-ways, and others in percent . The i n d u s t r i a l sector i s the 
l arges t consumer o f power. Power consunption in the industrial 
s ec tor varied during the period from 1950-51 to 1993-94. Consunp-
tion of power i n the indus tr ia l s e c t o r grew from 48,069 mi l l ion 
KWH in 1980-81 to 94,493 mi l l ion KWH in 1993-94. I t was only 
40 percent in 1993-94 as conpared to 59 percent in 1980-81. 
However, the share of power consunption in the industr ia l s e c t o r 
from the u t i l i t i e s has be^n on a c o n s i s t e n t d e c l i n e . I t was 
3 , aconomic I n t e l l i g e n c e Service* I n d i a ' s Tmergy Sector, J u l y 
1995, CMI«, Bombay, p .9 
4 . Economic I n t e l l i g e n c e Service i Wbrld EconomyrScIndia's p lace 
In I t - Oct . 1992, CMIS, Bombay, Table 3.3 
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due to the increas ing re l iance o£ the i n d u s t r i a l sector upon 
5 
capt ive power p l a n t s . Power consurnption amongst agrioCture 
and domestic s e c t o r has grown a t an a c c e l e r a t i n g pace. But 
consultation o f power in agr i cu l ture s e c t o r has grown a t a 
f a s t e r - r a t e . This s e c t o r ' s share o f power consunpticm from 
the u t i l i t i e s has increased from 4.3 percent in 1950-51 to 
29.7 percent in 1993-94. The i n c r e a s e in power oonauinitlon 
in a g r i c u l t u r e s e c t o r was only the r e s u l t of an increase in 
i r r i g a t i o n punpsets energised and a sharp increase in the usage 
hours of the pun|>sets. Punpsets energised increased a t the 
ra te of 7 ,7 percent per annum during the e i g h t i e s , other 
fac tor due to which power consumption increased in agricultural 
6 
s e c t o r because of the high l e v e l o f subs idy provis ion . There 
was v a r i a t i o n o f power c»nsuoption i n domestic s ec tor daring 
the period from 1950-51 to 1993-94 (Table 4 , 1 ) . I t was 
increased from 11.2 mi l l ion KWH in 1980-81 to 18.1 million KWH 
in 1993-94, The demand for power i n the domestic sector has 
Increased o n l y due to the high r a t e o f urbanizat ion. Power 
consumption by the household s e c t o r for l i g h t i n g , re fr igerators , 
7 
a i r - c o n d i t i o n e r s and t e l e v i s i o n s has a l s o increased, due to 
more oommon use of these purposes. Railways or Tramways and 
others s e c t o r s are a l so showing not very much s a t i s f a c t o r y 
consunption trends. The d e t a i l s o f these sec tors are given in 
Table 4.1 
5 . Economic I n t e l l i g e n c e S e r v i c e : I n d i a ' s Biergy Sector - J u l y 
1995, O p . c i t , p .9 
6. I b i d . , pp.10-11 
7 . I b i d . , p ,12 
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Table 4.1 presents conpound annual ra t e of growth in 
percentage (CARG) consunptlon of d i f f e r ^ i t s e c t o r s . Total power 
sold was 12.19 m i l l i o n KWH in 1961-71 but I t declined to 7.75 
mi l l i on KWH in 1991-94. in d i f f e r e n t s e c t o r s consumption was 
a l s o not very s a t i s f a c t o r y as 11.93%/ 18.30?6# 9.91?6, 11.7456, 
11/64%, 11.67% in 1961-71 and i t decreased to 7.75%, 3.92%, 
12.00%, 10.49%, 7.41%, 10.43% and 6,71% in 1991-94 in industry* 
a g r i c u l t u r e , domest ic , ooramercial, railways/tramways and other 
s ec tors r e s p e c t i v e l y . This i s only due to a general shortage 
of supply o f power in our country. 
REGIONAL & STATE-WISE PERCAPITA SLECTRICITY 
CONSUMPTION I 
Table 4 . 2 and 4.3 highl ight reg ional d i s t r ibut ion of 
power consumption in North, West, Bast, Morth-East and South 
of India . The data speaks of s t a t e - w i s e consunption. Western 
region l e a d s in e l e c t r i c i t y consumption among the other regions. 
The region improved i t s consumption s l i g h l y from 32.1 percent 
in 1980-81 to 33 percent in 1993-94. Power consumption in 
Northern region increased from 26.1 percent to 28.6 percent 
in th i s period o n l y due to modernization of agr icul ture and 
i n d u s t r i a l i z a t i o n . The Southern region almost maintained the 
same l e v e l , i n Eastern region consumption o f power declined 
from 14.5 percent in 1980-81 to 10.6 percent in 1993-94. This 
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Is mainly because o f the dec l in ing sl iare of west Bengal from 
6,9 p e r c ^ j t to 4.5 percent of t o t a l supply . Percapita oonsunp-
tion of power in west Bengal i s o n l y 56 percent (Table 4.3) of 
the nat iona l average, in absolute terms/ Maharashtra c o n t i n u e 
i t s f i r s t p o s i t i o n in the consunption o f power. But the share 
of Maharashtra i n the country's power consunption slipped 
from 17 percent in 1980-81 to 16.2 percent in 1990-91 and fur-
ther to 15 .4 ptf-cent in 1993-94. On the other hand in Gujarat, 
more or l e s s , maintained i t s share a t 9 perc^ i t to 9.5 percent . 
In Madhya Pradesh made s i g n i f i c a n t progress and inproved i t s 
share from 5,5 percent in 1980-81 to 7 .7 percent in 1993-94. 
In the South/ Apdhra Pradesh s t e a d i l y irtproved i t s pos i t ion 
from 6,2 percent in 1980-81 to 8 .1 percent in 1990-91 and further 
to 9 .2 percent in 1993-94. Tamil Nadu, in 1980-81 with 10.4 
percent share f e l l to 8.7 percent in 1993-94. 
MAJOR POWER OONSUMPTION STATgt 
USS IN INDUSTRY 
Table 4 .4 shows major power consuming s t a t e s e s p e c i a l l y 
accounting in industry in 1993-94 o f d i f f e r e n t major s t a t e s 
l i k e Andhra Pradesh, Uttar Pradesh, Maharashtra, Gujarat, 
Punjab, Kamataka, Tamil Nadu, Madhya Pradesh, Rajsthan, Bihar 
and west Bengal. Materashtra s t a t e l eads in industr ia l power 
80 
consunption during 1993-94 arKi Maharashtra consuraed 15,824 
mill ion KWH of e l e c t r i c i t y in the industrial sector accounting 
for 43 percent of power in the s tate and 17 percent of the 
country's total oonsuBptlon of power in the industrial sector. 
The second largest consumer of power after Maharashtra i s 
Gojiarat. I t followed next accounting for 6o percent of Maha-
rashtra's industrial power oonsuii|>tion. West Bengal i s the 
lowest in this ser i e s . West Bengal consumed 5#105 million KWH 
of power in industrial sector accounting for 48,2 percent of 
power in the s ta te . 
a.^ CTRICITY ODNSUMPTTON IN Sa.ECTg3 INDUSTRIESt 
Table 4 .5 , indicates power consumption in selected 
industries namely. Paper, Newsprint, tbtton and blended yam, 
Ootton yam. Polyster,filament yam. Aluminium primary, caustic 
soda, urea. Automobiles tyres , s tee l and cement indiistries to 
produce one tonne of any output. I t i s seen from this table 
that the largest e l e c t r i c i t y i s required to produce aluminium 
among the a l l selected industr ies . I t was required 16,530 K'.'JH 
of e l e c t r i c i t y to produce one tonne of output in 1990-91, only 
15,771 KWH of e l e c t r i c i t y was required for the same purpose 
by 1993-94. Similarly, the KWH of e l e c t r i c i t y required 
to produce one tonne of polys ter filam«it yam had declined 
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from 2^686 to 2*439 In the same p e r i o d . Therefore* newsprint* 
cotton and blended yam* caus t i c soda* urea and cement have 
become more ^ lergy e f f i c i e n t . 
POWER DatftND itfJD SUPPLY IN INDIA: 
Table 4 .6 provides the s t a t i s t i c a l data of demand and 
supply o f power In India during the period from 1980-81 to 
1995-96 In b i l l i o n KWH* I t can be seen from the table that 
the demand for power has been Increasing rapid ly from 120.1 
b i l l i o n KWH In 1980-81 to 378.2 b i l l i o n KWH in 1995-96. on the 
other hand supply of power has a l s o been increas ing from 104.9 
b i l l i o n KWH i n 1980-81 to 351.3 b i l l i o n KWH in 1995-96. I t 
means according to demand supply of power i s not s a t i s f a c t o r y 
and d e f i c i t between them increases from 15.2 b i l l i o n KWH to 
26.9 b i l l i o n KWH for the same per iod . During 1994-95* against 
an energy requirement o f 352.3 b i l l i o n KWH* a v a i l a b i l i t y was 
327,3 b i l l i o n KWH only . This resulted in energy shortage of 
7 .1 percent . The highest demand i s projected in 1995-96 to be 
378.2 b i l l i o n KWH while a v a i l a b i l i t y i s ant ic ipated to be 
351.3 b i l l i o n KWH. This indicates a shortage of 7 .1 percent. 
A rapid i n c r e a s e in generating capac i ty during the 1980's and 
a slow down In indus tr ia l a c t i v i t y in the e a r l y 1990*8 are 
respons ib le for th i s lower d e f i c i t s witnessed in the present 
times. The power d e f i c i t s are d i f f e r e n t in d i f f eren t parts of 
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the cjountry. Or lssa , Damodar Valley ( e a s t ) , Kamataka, Janmu & 
Kashnir, Ut ta r Pradesh and Bihar face a p a r t i c u l a r l y d i f f i c u l t 
power supply p o s i t i o n . Spec ia l ly in Bihar, the power d e f i c i t 
was as much as 33 percen t in the year 1994-95. The power i s 
in d e f i c i t pos i t ion a l so in Kamataka (209C) s ince 1985-86, 
Janmu & Kaslmir (19%) in 1994-95, and Uttar Pradesh went up to 
8 12.2 percent in 1994-95. 
So far as the generation/production of power In the 
country i s concerned i t i s some b e t t e r amounts but the supply 
of power has been very much i r r e g u l a r and de fec t ive . Agriculture 
and industry both faced a l o t of problem due to low shedding 
and timely and untimely c u t s . Due to la rge infrequency in the 
supply of power our production as well as t ranspor ta t ion very 
much inversely a f fec ted . This aspects has been studied in the 
aubsequ^it chapter . 
SCaJB OF FERTILIZER OONSUMPTION IN INDlAi 
India mainly depends on three f e r t i l i z e r / v i z . Nitrogen 
(N), Phosptorus (P^^c) ' ^"^ Potass lc (K 0) f e r t i l i z e r s . So far 
as the supply of these f e r t i l i z e r (NPK) i s concerned i t has 
hardly been made to meet the farmers demand adequately. Tb 
meet these gaps country made imports in huge quan t i t i e s of NPK 
8. economic In t e l l i gence Service: Op.c i t . # pp. 14-15 
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f er t i l i zers from international market on the price which are 
certainly very high and thus i t absorbs a large amount of 
country's precious foreign exchange. I t appears as a grave 
problem of scarc i ty foreicpi exchange. Tndegenious raw-materials 
are available only for nitrogen, in the case of phosphorus/ 
however, internal ly non-availabil i ty of some of the raw-materials 
has been the main constraints on production of the particular 
f e r t i l i z e r s . India f a l l s to produce as much phosphorus as 
there i s the demand for i t in the country. The support of i t 
always remains some def ic ient in the market. The potassic f er t i -
l i zers i s not produced in India, mainly due to the non-availabi-
l i t y of raw-materials for their production. Therefore, we have 
alwa]^ been d^endent to acquire these particular f e r t i l i z e r on 
the foreign market. In meeting the demand for potassic f e r t i l i -
zers their imports are restricted to a certain quantity due to 
scarcity of foreign exchange. In general they teve always been 
in short supply. Fert i l izers being the major agricultural 
input, that has, over the period, they contributed s ignif icantly 
to the agricultural production. The majority of xjopulation i s 
s t i l l engaged in agricultural for their livelihood and i t i s 
not very much developed. The attempts are made to raise the 
volume of marketable surpluses from agricultural Sf»ctor, this 
ultimately lead towards the total conmerclallzation of farm 
business as such the farmers may fu l ly part ic ipate in the 
84 
economic development i n t h e c o u n t r y . The aim of deve lop ing 
the a g r i c u l t u r e v i s - a - v i s i t s commercia l iza t ion can be a t t a i n e d 
supp ly ing the new farm i n p u t s i n s u f f i c i e n t amount to the Indian 
c u l t i v a t o r s and f e r t i l i z e r i s most i i rpor tan t one of them. 
I n d i a i s the f o u r t h l a r g ^ t consumer and p roducer of 
f e r t i l i z e r s in the wor ld . F e r t i l i z e r s consunption was es t imated 
i n China 27076.7 TT, 21634.0 TTinCmttner «5S;i,l2546.2 TT in 
I n d i a , 5683.0 TT in France and 1839.0 TT in Japan du r ing the 
Q 
y e a r 1990-91. Curr t f i t ly / I n d i a has made a s u b s t a n t i a l 
i n c r e a s e in the l e v e l of consumption on the one hand and a 
r « n a r k a b l e p rogress i n t h e p r o d u c t i o n s on the o t h e r hand. The 
f i g u r e s fo r consuirption and p r o d u c t i o n a r e shown as 12364.4 TT 
10 
and 9100.9 TT Respec t ive ly i n 1993-94. 
FERTILIZER 0DNSU S^>TION DURING PLAN PERIODS t 
Table 4 .7 shows t h e d e t a i l s consun^jtion of f e r t i l i z e r 
n u t r i e n t s du r ing p l an p e r i o d s i n I n d i a . Qjnsutiption o f MPK 
f e r t i l i z e z r s increased from 130.8 TT in F i r s t Five Year Plan 
to 11568,1 TT In Seventh F ive Year P l a n . During t h i s per iod 
growth of f e r t i l i z e r s consumption p e r annum f l u c t u a t e d , i n -
9 . F e r t i l i z e r Assoc ia t ion o f I n d i a : F e r t i l i z e r s t a t i s t i c s 1991-92 
Mew D e l h i , p p . IV. 14-15 
10 . F e r t i l i z e r Assoc ia t ion o f I n d i a : F e r t i l i z e r News - Annual 
Review, Sep t . 1994, New D e l h i , p . 7 6 . 
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s p i t e o f good monsoon for the s i x t h year In success ion/ consump-
t ion o f P^Oc continued to d e c l i n e during 1993-94. I t came down 
from l e v e l of 3321.2 TT during 1991-92 to 2678.2 TT in 1993-94. 
ConsuR^tlon of KJO was marginally up from 883.9 TT in 1992-93 
to 897.5 TT during 1993-94. Oonsun^tion of ni trogen, however* 
continued to maintain sustained growth. I t increased from 
8046.3 TT during 1991-92 to 8788.7 TT during 1993-94. The t o t a l 
consun¥>tion of a l l NPK touched 12364.4 TT during 1993-94 as 
aga ins t 12154.5 TT in 1992-93 and 12728.4 TT during 1991-92. 
This indicated a p o s i t i v e growth o f 1.7 percent during 1993-94 
over 1992-93 as compare to a nega t ive growth of 4.5 percent 
estimated in 1992^93 over the previous year, AS represented 
above, the p o s i t i v e growth in the consunption of NpK was c o n t r i -
buted conp le te ly by growth in n i trogen and only marginal increase 
in p o t a s s i c p a r t l y o f f s e t - b y decrease in phosphorus o f f take . 
STATE AND ZONB>-!<rSE OONSUMPTION OF FSRTILIZg^: 
Table 4.8 brings out the share of NPK f e r t i l i z e r s con-
sumption o f 17 major s t a t e s to a l l India consunption in 1993-94 
and t h e s e are arranged in the descending order over 1992-93. 
Table 4.9 highl ights the zone-wise consunption of NPK f e r t i l i z e r s , 
production and s u r p l u s / d e f i c i t in 1993-94 and this has he&n a l s o 
compared with the s i t u a t i o n in 1992-93. The s t a t e s which recorded 
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p o s i t i v e growth in terms o f to ta l NPK are U.P. , Haryana, 
Maharashtra, Andhra Pradesh/ KamatakS/ West Bengal, Rajasthan 
Assam, Orlssa and Punjab. The t o t a l consunption of these was 
332 TT. Other Bev&n 8tatf>>8 namely, Hlmachal Pradesh, M.p,, 
J & K, Bihar, Kerala, Tamil Nadu and o i jara t e s t inated negat ive 
growth. The t o t a l reduction in these s t a t e s was 130 TT during 
1993-94 co(i¥>ared to 1992-93. 
Uttar Pradesh continued to be the consumer o f NPK 
f e r t i l i z e r s for 18.55 percent share to a l l India NPK consunp-
t ion i n 1993-94. Other three large consuming s t a t e s are A.P. , 
Punjab and Maharashtra r e s p e c t i v e l y . Obnsumption o f NPK f e r t i -
l i z e r s was very low quant i ty in Jammu & Kashmir, Assam and 
Himachal Pradesh as 0.34%. 0.27% and 23% r e s p e c t i v e l y in 1993-94. 
North and South Zone i s the l a r g e s t consumer and producer of 
f e r t i l i z e r s in India . The d e t a i l s s i t u a t i o n of i t s i s given 
in Table No. 4 . 3 . 
FERTILIZER ODNSUMPTION AND FOODGRAINS PRODUCTION; 
Foodgrains account for more tten two-third o f to ta l 
f e r t i l i z e r consumption in the country. Time s e r i e s data presen-
ted in Table 4,10 shows that there i s a p o s i t i v e corre lat ion 
between f e r t i l i z e r consunption and foodgrains production under 
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favourable weather conditions. There are Instances o£ some 
exceptional years when despite adverse weather condition, 
both f e r t i l i z e r conauo^tlon and foodgrains production increa-
sed. The relationship between f e r t i l i z e r consuiqption and 
foodgrains productlba became stronger after the advent of 
high yielding variety (HYV), way back in 1966-67. HYVs 
supported by i rr iga t ion , increased use of f er t i l i zers and farm 
management pract ices brought reductionary changes in grain 
yei ld. With short duration variet ies of HYV, f er t i l i zer use 
got further boost . Fert i l izer consun?>tion increased at the 
rate of 51.3 thousand tonnes (TT) per annum during the pre-HYV 
era until mid-608 (1951-52 to 1965-66)(Table 4.11). After 
the Introduction of HYVs, the growth in f e r t i l i z e r consunption 
went up to 417 TT per annum during the past 27 years period 
(1966-67 to 1993-94). During this period, yeild per hectare 
increased by 820 kg as against a meagre l eve l of 93 kg in the 
pre-HYV era. Hence, foodgrains production increased by 105 
million tonnes during the period 1966-67 to 1991-92 represen-
ting an increase of 6|bout 3.9 million tonnes (MT) per annum. 
This i s in sharp contrast to an increase of 20 MTs in the 
pre-HYV era with a growth of 1.45 MT per annum. 
While extensive cultivation was the main criterion for 
increased crop production during pre-HYV era, the i n t ^ s i v e 
cultivation practices with HYV seeds along with increased use 
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o f f e r t i l i z e r s / i r r i g a t i o n and other Inputs heloed in achieving 
increased product iv i ty . I t may be observed from Table 4.11 
that n e t cropped area increased by 17 mi l l ion hectares between 
1951-52 and 1965-66 whereas area sown more than once increased 
by 5 mll l lcxi hectares , the tro id reversed in HYV era . F e r t i l i z e r 
consun^tion per hectare of gross cropped area a l s o increased 
by 59 kg having achieved a l e v e l of 66 kg in 1993-94 from 7 kg 
in 1966-67. This i s a marked inprovement from the appl icat ion 
l e v e l o f 0 .55 kg per hectare i n 1951-52 and 5 kg per hectare 
i n 1965-66. 
Increased f e r t i l i z e r a p p l i c a t i o n not only helped in 
r a i s i n g fioodgralns production but a l s o evened the troughs and 
pealos. Unfavourable weather no more a f f e c t fbodgrains produc-
t ion to the extent i t used to be a few decades back. Neverthe-
l e s s « momentum of growth in foodgrains production l o s t i t s pace 
in the recent p a s t . Along with s low growth in f e r t i l i z e r 
consuD^tion/ foodgrains production stood a t 182 MT as against 
the target of 188 MT for the year 1993-94 (Table 4 . 1 0 ) . Unless 
the present trend i s corrected i t may be d i f f i c u l t to achieve 
the s t i p u l a t e d target of foodgrains production ( t o feed the 
growing population) and f e r t i l i z e r consumption by the turn of 
the century. 
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OVERALL PRODUCTIOW, ODNSUMPTION AND 
IMPORTS OF NPK FERTILIZERS; 
Table 4 .12 i n d i c a t e s overa l l production consunption/ 
i i iports and value o f inr|x>rt8 in India from 1950-51 to 1993-94. 
Gbn8unQ>tion o f NPK f e r t i l i z e r s went up from 69 .8 TT in 1950-51 
to 12364.4 TT in 1993-94. Production o f NP increased from 
40,1 TT to 9100.9 TT and gap between oonsun^tion and production 
a l s o rose from 29.7 TT to 3263.1 TT from 1950-51 to 1993-94 
r e s p e c t i v e l y , o n l y some exceptional years show decl in ing in 
gap between danand and supply. I t i s o n l y due to stock of NPK 
f e r t i l i z e r s in the previous year. This gap i s f i l l e d by i n ^ r t a 
I t may be said that increase in demand and i n s u f f i c i e n t progress 
in domestic product ion, in^jorts o f NPK f e r t i l i z e r s reached as 
high as 3167.3 TT during 1993-94 as a g a i n s t 2960.8 TT in 
1992-93, The value o f imports a l so increased Rs. 22160,1 mi l l ion 
in 1993-94 as oon^ared to Rs. 19341.9 m i l l i o n in 1992-93. But 
there have been respons ib le major factors for import of NPK 
f e r t i l i z e r s from advanced countries l i k e USA/ UK, Former USSR 
and Germany, e t c . which are as fo l lowing. 
i ) p lant breakdown for want o f water or power, 
i i ) Government p o l i c y dec i s ion to encourage captive 
power p l a n t in f e r t i l i z e r u n i t s ; 
11. For d e t a i l s e e : ( i ) Annual Review o f F e r t i l i z e r ccnsunption 
and production 1978-79, and 
( i i ) F e r t i l i z e r News 1994, FAI# New Delhi . 
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i l l ) the problem l i e s In the exactness and very 
accurate estimate of consumption; 
iv) inventory holding i s a very cost ly af fa ir and every 
term of additional stock of year costs in India on 
average rupees 35 per month t i l l 1985; 
v) the uninterrupted sloi« of material from the factory 
port to the f i e ld gets a j o l t putting the smooth 
system out of gear; 
v i ) the manufacturers run into serious vorking, capital 
problems and also incur heavy inventory cost; 
v i i ) the ex-chequer in the final analysis bears the 
heavier subsidy burden; 
v i i i ) problem of heavy imports of total potassic fer t i l i zers 
on high prices; 
ix) value of imports was higher in 1992-93 because of 
devaluation of rupee 22 percent s ince early July 
1992 and part ial convert ib i l i ty of rupee since March 
1992; and 
x) quantum of urea import was twice t t e t of 1991-92 
l eve l , import price at a high level throughout the 
year 1992-93 in the international market. 
The study of the trends in production of fer t i l i zers 
their oonsunption and the import reveals t tet Govemm«it of 
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India paid i t s a t t e n t i o n to provide more and more f e r t i l i z e r s 
to the farmers so that t h e i r use might be widespread in 
obtaining the h ighes t p o s s i b l e agr icul tural production in the 
country. 
CmgJT ODNSUMPTION IN INDIA: 
Cement indus try i s an important bas i c industry for the 
overa l l economic development of every nat ion . I t has impor-
tance for oonstruct ion a c t i v i t y on a large s c a l e . A huge 
quantity of cement use for housing, factory, roads, drainages 
sewerages, grain godowns, tube«well8 and mult i -purpose e t c . 
Cement industry provides enployment opportuni t ies e s p e c i a l l y 
in the construction s e c t o r and enormous en^loyment p o t e n t i a l 
o f the building and oonstruct ion s ec tor i s an itqportant factor 
to be considered here. The percapita oonsun^^ticm o f cement 
i s an i n ^ r t a n t i n d i c a t o r s o f development o f cons truct ion 
sec tor in a country. The percapita oonsunption o f cement in 
India 43 kgs as ooR^red with world average of about 200 kgs. 
in 1989. The percap i ta oonsunption of cement of o ther nations 
was high as compared to India , i t was as 561 kgs in Japan, 
242 kgs in U.K., 533 kgs in Korea, 268 kgs in Malaysia and 
135 kgs In China in 1987.^^ Therefore, i t may be sa id that 
12. Kotharij Kothar l ' s Directory of India, 1994, Madras, 
p . 4/2 
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the percaplta oonsun^tlon l e v e l of cement in India was very 
low in the world. The domeBtic demand our production of 
conent was s u f f i c i e n t to furnish the demand for cement from 
1991-92 to 1994-95. We are now not on ly meeting the domestic 
demand but we are a l s o exporting cement to the some countries 
n ^ e l y # Nepal, Pak i s tan , Bengladesh, Srllanka and Bhutan, e t c . 
CONSUMPTION, PRODUCTION A?^ GfP OF C^gTT; 
India i s one o f the top eleven producers o f cement in 
the world but current ly in 1992, i t had at ta ined the fourth 
p o s i t i o n among the producing countries a f t e r the US, China and 
13 Japan. Table 4.13 i n d i c a t e s production, demand and gap of 
cement in India . Cement production went up 18.60 MT to 63.0 
MT from 1980-81 to 1993-94 and consumption increased from 27 
MT in 1980-81 to 60 MT in 1993-94. I t i s Very much c l e a r from 
the table 4.12 that both demand and supply showed a ccntinuous 
upward trends s i t u a t i o n in our country. Production was not 
s u f f i c i e n t to meet the domestic consunption from 1980-81 to 
1988-89 and in 1990-91. I t was f i l l e d through imports . Only 
in 1989-90 and from 1991-92 to 1993-94 the production of 
cement was in surplus and touched the l e v e l o f 3 .00 MT in 
13. Investment Research & Information Service Ltd: The 
Inves tor ' s Guide to India Obrporates - 1995, Bombay, 
p . 5 3 . 
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1993-94. Therefore/ India l e now exporting cement to the SAARC 
Nations. Production and consumption was estimated 65 MT in 
1994-95 (Provisional). 
In 1991/ there were 98 cement factories with a total 
of 170 k i l n s . The sizes of ki lns range between 30 tonnes per 
day and 3,000 tonnes per day. Of these 170 kilns« as many as 
96 kilns use wet process and accounted for 36% of the total 
cajjadty, while 64% was represented by dry and semi-dry k i lns . 
The share of kilns of capacity below 400 tpd were reduced from 
72% in 1950 to 15% in 1990. In recent years, seven schemes 
covering a total capacity of about 3.5 million tonnes of con-
version from the wet process to the energy, e f f ic ient dry process 
14 have be^i couple ted. Table 4*14 highlights the percapita 
consumption of cement in India in kgs from 1950 to 1990. Per-
capita oonsuRption of cement was very low in 1950, i t vias only 
7 kgs and now i t touched the l e v e l of 63 kgs in 1993. But i t 
i s not well placed in the world. The %#orld percapita oonsunp-
tion was 210 kgs in 1993. These sectozrs had remained untapped 
so far due to the scarcity of cement. 
14. Chakravarty, S.M. i Cement Industry - Outlook for 90s, 
Financial Express, July, 1990, New Delhi, p.5 
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REGION-WISE AND STATE-WISE PRODUCTION OF CEMBJT 
From Table 4 ,15 , i t i s observed that the increase in 
cem^it pzoductlon was mainly oontrlbuted from the northern 
region up to 8 ,03 MT aga ins t 7.48 MT with an expansion of 
capaci ty to 11.05 MT from 10.19 MT in 1988-89. The cement 
production was not much changed a t 17.44 MT against 17,47 MT, 
while there was a r i s e in capac i ty to 12.31 MT from 20.94 MT 
in thQ western region. The southern zone share in output 
decl ined to 13.92 MT from 14.17 MT, even though there was 
n o t i c e a b l e increase in capac i ty to 21.31 MT from 19.67 MT. 
Cement production in Andhra Pradesh, however, fared be t t er 
than in 1988-89 as near ly a l l p lant s had i n s t a l l e d capacity 
go ierat ing capaci ty . Their output was higher a t 6.61 MT 
against 6 .30 MT and capaci ty a t 10.77 MT against 10.17 MT. In 
Tamil Nadu, output was s l i g h t l y lower a t 3 .64 MT against 3.69 
MT with no change in capac i ty a t 4,56 MT. in the case of 
Kamataka output and capac i ty was s i m i l a r a t 3.63 MT and 4 .52 
MT r e s p e c t i v e l y . Among the s t a t e s o n l y Madhya Pradesh had 
91.6 percent operating r a t i o in 1989-90. Only 93 percent 
d e c l i n e in i t s operating r a t i o as coiqpared to 1988-89. 
CaigJT IMPORT AND EXPORT SCENARIO OF INDIA 
At present cement has been recognized in ternat iona l ly as 
a b a s i c Input for construction a c t i v i t y for economic development 
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of every natlcxi. Oountries with rapid Increase for construction 
a c t i v i t y movePi for cement Imports, when t h e i r domestic production 
f e l l shor t of t h e i r requirements. Freight element plays an 
ln|x>rtant r o l e in in t e rna t iona l cement t rading due to the low 
un i t cost and bulky na ture of cement. 
I t may be 8e«i from Table 4.16 tha t India liqported from 
13.10 MT cement of Rs. 68.90 crore in 1978-79 to 2.40 MT of 
te. 16,93 c ro re in 1985-86. The percentage of import i s decl i f 
ning and now Ind ia i s exporting cemeent mainly to the Srilanka, 
Bhutan and Nepal. In 1988-89 India exported 0.68 MT of Rs.9.00 
c rore . Again i t touched the level of 2.26 MT in 1990-91. India 
reached the f i f t h pos i t ion among cement pztoducing countries in 
the world. The assured 12 percent pos t - t ax re turn (1977)« and 
p a r t i a l decontrol (1982) resul ted in a quantum growth in capa-
c i t y and production of cement in India . There a r e posi t ive 
indicat ions of add i t iona l cost based cement un i t s coming up in 
the Eighth Five Year Plan - some of them fu l ly &qport or iented. 
In th i s way, i t may be understood t h a t India la exppr-
t ing cement due to surplus of cem«it a f t e r the fulfilment the 
requirement of domeetic demand. 
15. Government of India i Eighth Five Year Plan 1992-97, Vol . I I , 
Planning Oommission, Mew Delhi , pp.lOO-127. 
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From the analysis made above in this chapter on these 
three selected basic industries i t has been noted that they 
have been progressing steadly over the period of planned econo-
mic development in the country. Though the increasing demand 
for each of these products tried to be met by the domestic 
supply* at the time of shortage of supply of any one of products 
e spec ia l ly of f e r t i l i z e r met by iii|)orts. Since there is no 
producUon of potassium f e r t i l i z e r in the country, she al%iayB 
remains dependent upon imported amount of this f er t i l i zer . 
Cement industry has emerged as a roost progressive basic indus-
try. During this period the industry raised the level of i t s 
production to not only to cater the internal demand for cement 
but i t has also heefi exporting a good amount of cement to the 
neighbouring countries. For the country l ike India i t i s a 
good sicp of searching out such item for earning some foreign 
exchange. Production and supnly of power i s s t i l l not s a t i s -
factory. I t has been legging behind the demand for e lectr ic i ty 
wherever the e lectr i f icat ion has be^i exteided there is a grave 
s i tuat ion of voltage and frequency. Keeping a l l these things 
in view the Government of India gave i t a special place in the 
New Industrial Policy. Foreign investment has been invited 
from the advanced countries on the priority basis for generation 
power through the ins ta l la t ion of new power plants. 
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TABLE - 4.2 
Reqlon-wlae Power Obnsuinptlon 
Region 
I 
» 
J 1980-81 
% Share 
; 1993-94 
CARG {%) 
1980-91 ; 1990-94 
North 
West 
South 
Bast 
North-Eas t 
2 6 . 1 
3 2 . 1 
2 6 . 4 
1 4 . 5 
0 . 9 
2 8 , 6 
33.O 
2 6 . 7 
1 0 . 6 
1 . 0 
9 . 8 
8 . 9 
8 . 7 
5 . 7 
1 1 . 4 
4 . 1 
4 . 9 
5 . 4 
3 . 8 
1 . 0 
India lOO.O 100.0 8.7 4.7 
SOURCE: Economic I n t e l l i g e n c e Serv ioe : Ind ia ' s Biergy Sec tor , 
J u l y , 1995, QUE, Bombay, p . 13. 
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TABLE - 4,3 
state-wlae percaplta Electr ic i ty Opnaumpt-lon(» 
u t i l i t i e s & Non-Uti l i t ies 
State 
NORTH 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Punjab 
Rajasthan 
u t t a r Pradesh 
Chandigarh 
Delh i 
WIST 
Goa 
Gujarat 
Madhya P r a d e s h 
Maharashtra 
Dadra & Nagar 
Haweli 
Damon & Diu 
SOUTH 
Ahdhra Pradesh 
Kamataka 
Kerala 
1 » 
J 1 9 8 0 - 8 U 
124 .5 
2 0 9 . 5 2 
6 6 . 4 0 
7 4 . 7 9 
3 0 3 . 6 2 
9 9 . 3 8 
8 3 . 1 0 
3 0 8 . 9 9 
403 .82 
190 .25 
276 .39 
238 .77 
100 .32 
2 4 4 . 5 0 
5 6 . 2 7 
-
138 .56 
101 .75 
1 4 6 . 0 
1 1 2 . 0 4 
1990-9IC 
2 4 8 . 8 0 
400 .40 
208 .91 
193 .30 
6 0 5 . 8 1 
201 .48 
165 .85 
708 .49 
7 0 3 . 5 0 
366 .89 
451 .61 
469 .33 
247 .38 
410 .87 
9 0 4 . 7 9 
656 .40 
272.02 
245 .22 
295 .99 
186.45 
1991-92J 1992-93t 
2 6 6 . 5 3 
4 6 0 . 1 5 
2 0 6 . 7 4 
1 8 8 . 7 1 
6 2 2 . 4 0 
2 3 2 . 4 0 
1 7 4 . 3 7 
6 9 3 . 3 3 
7 4 6 . 3 3 
3 9 1 . 3 3 
4 9 9 . 1 6 
5 0 7 . 3 8 
2 6 7 . 1 8 
4 3 1 . 8 4 
1 0 4 9 . 6 4 
7 8 5 . 9 0 
2 9 1 . 8 8 
2 8 8 . 2 7 
2 9 9 . 1 5 
1 9 5 . 6 3 
2 8 2 . 4 4 
5 0 6 . 6 8 
207 .33 
186 .40 
6 8 0 . 5 6 
2 4 7 . 3 5 
178 .93 
7 0 7 . 2 9 
8 2 3 . 9 1 
4 0 4 . 8 3 
5 4 5 . 1 2 
5 2 5 . 1 1 
278 .44 
4 4 4 . 0 1 
1172 .93 
1014 .70 
307 .76 
3 0 4 . 5 0 
304 .89 
1 9 4 . 4 1 
Obntd 
CARG:(%) 
1980-93 
7 . 1 
7 . 6 
1 0 . 0 
7 . 9 
7 . 0 
7 . 9 
6 . 6 
7 . 1 
6 . 1 
6 .5 
5 . 8 
6 . 8 
8 . 9 
5 . 1 
2 8 . 8 
6 . 9 
9 . 6 
6 . 3 
4 . 7 
. . . . 
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Table 4.3 contd. 
Tamil Nadu 
Laks hdweep 
Pondicherry 
E A S T 
B i t e r 
o r i s s a 
West Bengal 
Sikkim 
;\ndaman 
NORTH BAST 
1 8 6 . 0 2 
2 6 . 7 5 
2 6 3 . 7 0 
9 6 . 3 9 
7 4 . 0 7 
1 1 4 . 0 1 
1 1 6 . 9 8 
3 7 . 2 2 
4 2 . 2 7 
2 9 . 6 3 
ATunachal Pradesh 1 4 . 6 5 
Assam 
Manipur 
Meghalaya 
Mi 2 or am 
Na gal and 
Tripura 
Total INDIA 
sou RCE: Economi c 
3 3 . 5 4 
7 . 7 8 
3 1 . 0 3 
5 . 6 3 
3 4 . 1 5 
1 4 . 4 7 
1 3 2 . 3 4 
323 .03 
153 .80 
719 .96 
150.45 
110,07 
270 .72 
146 .18 
119.45 
117.37 
8 8 . 8 9 
_. _ _ 
93.52 
97.03 
114.96 
68.71 
74.96 
46.86 
252.77 
I n t e l l i g e n c e Servic 
333.66 
172.40 
762.29 
159.lO 
114.69 
298.36 
151.05 
119.98 
135.93 
93. 20 
56.59 
98.14 
106.56 
124.32 
69.41 
76. 70 
49.38 
269.98 
:e: India' 
365.56 
182.80 
855.06 
158.25 
112.29 
286.04 
157.75 
113.93 
159.72 
89.15 
66.67 
90.91 
105.04 
127.78 
71.53 
72.85 
58,53 
281.48 
's siergy 
5 . 8 
17.4 
10.3 
4 . 2 
3 .5 
8 . 0 
2 .5 
9 . 8 
11.7 
9 . 6 
13.5 
8 .7 
24.2 
12.5 
23.6 
6 .5 
12.4 
6 .5 
Sector/ 
July-1995, CMIE/ Bombay, p . 47. 
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TAPLE - 4.4 
Major Power Obnauming s t a t e s In I n d u s t r y ; 
1993-94 
» » « 
S t a t e » Mi l ion (KWH) ( % s h a r e i n 9 Revenue: 1992-93 
0 i S t a t e i (Rs.cr.) 
Andhra Pradesh 7306 33.5 1292 
U t t a r Pradesh 
Maharashtra 
Gujarat 
Punjab 
Karnataka 
Tamil Nadu 
Madhya Pradesh 
Rajasthan 
Bihar 
West Beigal 
6058 
15824 
9570 
5 230 
4970 
9086 
7959 
4490 
5527 
5105 
2 5 . 9 
4 3 . 0 
4 2 . 5 
3 6 . 0 
3 5 . 4 
43 .6 
4 3 . 3 
4 0 . 1 
6 3 . 7 
48 .2 
1206 
2471 
1224 
613 
830 
NA 
1374 
686 
467 
266 
SOURCE: Economic I n t e l l i g e n c e S e r v i c e : I n d i a ' s Energy S e c t o r , 
J u l y - 1 9 9 5 , CMIE, Bombay, p . 1 4 . 
104 
TABLE - 4 .5 
E l e c t r i c i t y consumption In s e l ec t ed i n d u s t r l e a 
KWH/Ttonne of P r o d u c t i o n . 
I n d u s t r y 
Paper 
Newsprint 
1 5 j } 
I 1990-91 ( 1991-92 4 1992-93 t 1993-94 
9 » 9 t 
1227 
1580 
1453 
1665 
1404 
1578 
1291 
1514 
Ostton & blended 
Yam 
Got ton Yam 
P o l y s t e r f i l a m e n t 
Yam 
Aluminuim Pr imary 
Caus t i c Soda 
4069 
3472 
2686 
16530 
3450 
3725 
3521 
2558 
16180 
3054 
3913 
3591 
2495 
16027 
3041 
4023 
3897 
2439 
15771 
3001 
Urea 
Automobile t y r e s 
S t e e l 
Cement 
619 
1090 
484 
154 
442 
1127 
590 
130 
415 
1192 
565 
130 
415 
1302 
52 2 
127 
SOURCE: Economic I n t e l l i g e n c e S e r v i c e : I n d i a ' s Energy S e c t o r , 
J u l y 1995, CMIE, Bombay, p . 13 . 
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TABLB - 4 . 6 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
0 
p 
P = P r o v i s i o n a l 
SOURCE: 
Demand 
1 2 0 . 1 
129.2 
136 .8 
145 .3 
155 .4 
170.7 
192 .4 
2 1 1 . 0 
223 .2 
2 4 7 . 8 
2 6 7 . 6 
2 8 9 . 0 
3 0 5 . 3 
3 2 2 . 8 
3 5 2 . 3 
3 7 8 . 2 
Economic I n t e l 
Power Demand 
0 
l i g 
S u p p l y 
1 0 4 . 9 
1 1 5 . 3 
1 2 4 . 2 
1 2 9 . 7 
1 4 5 . 0 
1 5 7 . 3 
1 7 4 . 3 
1 8 8 . 0 
2 0 5 . 9 
2 2 8 . 2 
2 4 6 . 6 
2 6 6 . 4 
2 7 9 . 8 
2 9 9 . 0 
3 2 7 . 3 
3 5 1 . 3 
ence Ser^ i/ic 
and s u p p l y 
D e f i c i t { 
8 
15 .2 
1 4 . 0 
1 2 . 6 
1 5 . 6 
1 0 . 4 
13 .5 
1 8 , 1 
2 3 . 0 
1 7 . 3 
1 9 . 6 
2 1 . 1 
2 2 . 5 
2 5 . 4 
2 3 . 8 
2 5 . 0 
2 6 . 9 
'•e: I n d i a ' s i 
( B i n . KWH). 
D e f i c i t % 
-
-
-
-
-
-
-
-
-
-
-
-
-
— 
-
-
iX^onc 
1 2 . 6 
1 0 . 8 
9 . 2 
10 .7 
6 .7 
7 . 9 
9 . 4 
1 0 . 9 
7 . 7 
7 . 9 
7 . 9 
7 . 8 
8 . 3 
7 . 4 
7 . 1 
7 . 1 
>mlc S<actr»r. 
J u l y , 1995 , CMIE, Bombay, p . 1 4 . 
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TABL5 - 4.7 
Oonsunptlon of F e r t i l i z e r n u t r i e n t s during 
Plan Periods 
J Consumption ( '000 tonnest Growth Per annum during 
Year j N I PjOg | K^ O jNPK j Plan Period N2"*"^2°5'^ ^2° 
1955-56 107.5 13.0 10.3 130.8 18.8 
(1 s t Plan end) 
1960-61 211.7 53.1 29.0 293.8 17.6 
( I ind Plan end) 
1965-66 574.8 132.5 77.3 784.6 21.7 
( I l i r d Plan end) 
1973-74 1829.0 649.7 359.8 2838.5 10.0 
(IVth Plan end) 
1978-79 3419.5 1106.0 591.5 5117.0 12.6 
(Vth Plan end) 
1983-84 5204.4 1730.3 775.4 7710.1 (20.7) 
1984-85 5486.0 1886.4 838.5 8210.9 9.3 
(Vlth Plan end) 
1988-89 7251.5 2720.7 1068.4 11040.1 (25.7) 
1989-90 7385.9 3014.2 1168.0 11568.1 7.1 
( V l l t h Plan end) 
1991-92 8046.3 3321.2 1360.9 12728.4 4.9 
P 1992-93 8426.8 2843.8 883.9 12154.5 4.5 
P 1993-94 8788.7 2678.2 897.5 12364.4 1.7 
P = Provis ional , ( ) s Growth over the previous year 
soURCEx F e r t i l i z e r News, annual Review, Sect . 1994, FAI , 
New Delhi, p . 7 8 . 
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TABL5 - 4 .8 
S t a t e s according to descend ing o r d e r of s h a r e 
consuapt lon to a l l - I n d i a consumption (N-fP O ±K O) 
- 1992-93 and 1993-94 
Ranking Share of a l l - I n d i a to t a lC^) 
199 2-931^ 
1 
2 
3 
4 
7 
6 
5 
8 
l o 
9 
11 
12 
14 
13 
15 
16 
? = Provii 
1993-941 1 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
17 
3ional 
u t t a r Pradesh 
Andhra Pradesh 
Punjab 
Maharasht ra 
K a m a t a k a 
Madhya Pradesh 
Tamil Nadu 
iv'es t Bengal 
Haryana 
Gu ja ra t 
B ihar 
Raj as than 
o r i s s a 
Kera la 
Janunu and Kashmir 
Hlmachal Pradesh 
\ 
1 199 3-9 4P 
18.55 
12.49 
9 .70 
9 .66 
6 .51 
6 .40 
6.14 
6.03 
5.43 
5 .41 
4.73 
4.06 
1.68 
1.43 
0 .34 
0 .23 
t 1992-93 
17.93 
12.46 
9.87 
9 .31 
6.42 
6.52 
6.58 
6.02 
5.01 
5 .90 
4.90 
4.04 
1.67 
1.67 
0.37 
0 .25 
SOURCgj F e r t i l i z e r News, Annual Review, Sep t . 1994, FAI, 
New D e l h i , p . 8 9 . 
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TAPLS - 4.9 
Zone-wise consumption^ production and surp lus / 
d e f i c i t o f N and P^ O.- - 1992-93 and 1993-94 
(japril/March) 
ZONB 
Bas t ; 
1- Cbnsumption 
2 - Production 
3 - Surplus(+) / 
D e f i c i t ( - | 
T 
• 
I 1992-93 I 1993-94 
1100 
592 
-508 
N 
1119 
440 
-679 
^2°S 
1992-93 
369 
403 
34 
I 1993-94 
332 
278 
-54 
North: 
1- Cbnsumption 
2 - Production 
3 - s u r p l u s ( + ) / 
D e f i c i t ( - ) 
South: 
1 - Osnsunption 
2 - Production 
3 - Surplus(+) / 
D e f l c i t ( - > 
West: 
3254 
1983 
-1271 
1990 
1317 
-673 
3435 
1974 
-1461 
2063 
1340 
-723 
757 
103 
-654 
862 
830 
-32 
764 
99 
-665 
782 
566 
-216 
1- Gbnsunption 
2 - Production 
3 - Surplus(+) / 
D e f i c i t ( - ) 
A l l - Ind ia : 
1 - Oonsunption 
2 - Production 
3 - Surp lus (4 ) / 
D e f i c i t ( - ) 
2083 
3539 
1456 
8427 
7431 
-996 
2172 
3477 
1305 
8789 
7231 
-1558 
855 
985 
130 
2844 
2321 
-523 
800 
926 
126 
2678 
1870 
-808 
NOTE: 1) Cbnsumption f igures are prov i s iona l . 
2) B i t l r e requirement o f KjO i s met through Irtports. 
SOURCE: F e r t i l i z e r News, Annual Revi ew,Sept. 1994, PAI,New Del h i , p . 93 
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TAPLS - 4,12 
Ttatal Oonaunptlon^ Product ion and impor t of 
NPK F e r t i l i z e r 
Ttousand Tonnea ( TT) 
5 Cbnsumpt ion J P r o d u c t i o n J Gap jTb ta l Import S To ta l v a l u e 
Year i (NPK) \ (MP) ) (NPK) i NPK i o f Import 
( l i t 9 (Rs.mlllion) 
1950-51 
1960-61 
1970-71 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
69.8 
293.8 
2256.6 
5515.6 
6067.8 
6410.4 
7710.1 
8210.9 
8474.1 
8644.9 
8784.4 
11040.1 
11568.1 
12546.2 
12728.4 
12154.5^ 
12364.4^ 
40 .1 
165.7 
1060.6 
3005.4 
4093.0 
4413.4 
4555.6 
5235 .1 
5753.O 
7074 .1 
7131 .0 
8964.9 
8542.7 
9044.2 
9863.5 
9751 .4 
9100.9 
29.7 
128.1 
1196.0 
2510.2 
1974.8 
1988 
3154.5 
2975.8 
2721.1 
1570.8 
1653.4 
2075.2 
3025.4 
3502 
2864.9 
2403.1 
3 263.1 
-
419.0 
629.0 
2759.1 
2042.1 
1131.7 
1355.1 
3624.8 
3314.4 
2274.5 
983.9 
1615.4 
3112.5 
2753.9 
2770.3 
2960.8 
3167.3 
-
12.8 
767.8 
9252.2 
7166.3 
2735.3 
3650.5 
14350.0 
14050.0 
6510.0 
2237.7 
6201.1 
15387.7 
13358.2 
19341.9 
22160.1"^ 
-
P = p r o v i s i o n a l , + = Excludes va lues of Imports e f f e c t e d d i r e c t l y 
by p r i v a t e p a r t i e s dur ing t h e y e a r . 
SOURCE; i ) F e r t i l i z e r News, Annual Reveiw, Sept 1994, FAI,New D e l h i , 
p . 7 6 . 
i i ) F e r t i l i z e r S t a t i s t i c s , 1991-92, FAI, New D e l h i . 
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TAPLS - 4.13 
P r o d u c t i o n , Demand and Gap of Cement in I nd i a 
(Mi l l i on Tonnes) 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1 9 9 1 - 9 2 
1992-93 
1993-94 
1994-95P 
Produc t ion 
1 8 . 6 0 
2 1 . 0 7 
2 3 . 5 0 
2 8 . 0 0 
3 4 . 5 0 
3 4 . 6 4 
3 6 . 9 8 
3 7 . 4 0 
44.OO 
4 9 . OO 
51.GO 
54.OO 
60.OO 
6 3 . OO 
6 5 . 0 0 
J Oemand 
27 
3 0 
33 
35 
38 
39 
42 
44 
47 
48 
45 
52 
56 
60 
65 
II 
( + ) 
( + ) 
( + ) 
( + ) 
Gap 
9 . 6 0 
9 . 0 7 
1 0 . 5 0 
7 . 0 0 
4 . 5 0 
5 . 6 4 
6 . 9 8 
3 . 4 0 
3 . 0 0 
1 . 0 0 
4 . 0 0 
2.CO 
4 . 0 0 
3 . 0 0 
O.OO 
P a P r o v i s i o n a l , + = s u r o l us 
SgUR^: 1) Kbthari Year Book on Business & I n d u s t r y - 1 9 9 1 , Madras 
2) The Economic TimeB s t a t i s t i c a l su rvey of the Ind ian 
Economy - 1984, D e l h i , p . 7 5 . 
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TABLE - 4 .14 
P e r - c a p l t a cxDnsumptlon of Cement In Ind ia 
and t h e World. 
(Kg.) 
Year 
1950 
1960 
1970 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1993 
Ind ia 'forld 
7 
18 
26 
30 
33 
30 
37 
39 
43 
44 
47 
63 
55 
104 
158 
203 
190 
188 
191 
193 
200 
204 
210 
SOURCE; i ) K o t h a r i ' s Year Book on Business & I n d u s t r y / 1991, 
Madras / p -A-82. 
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TAgLE - 4.16 
Iftport and expor t o f Cement of Ind ia 
(Mi l l ion Ttonnes) 
Year IMPORT ISXPORT 
• Q u a n t i t y tValue(Rs.Cr.) t Q u a n t i t y tValue(te. c ro re ) 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1 3 . 1 0 
1 5 . 4 7 
1 6 . 8 0 
1 1 . 2 0 
1 6 . 1 0 
2 . 9 0 
3 . 4 0 
2 . 4 0 
-
-
-
-
— 
6 8 . 9 0 
6 7 . 6 5 
9 5 . 5 1 
7 3 . 0 4 
104 .56 
23 . 98 
2 7 . 6 1 
16 .93 
-
-
-
-
-
0 . 5 1 
0 . 3 0 
0 . 2 0 
0 . 0 2 
0 . 0 8 
O.IO 
0 . 2 8 
0 . 4 8 
0 . 2 9 
0 . 0 2 
0 . 6 8 
1 .68 
2 . 2 6 
2 . 0 8 
2 . 6 0 
13 .57 
2 . 4 1 
8 . 8 3 
9 . 8 0 
3 . 2 1 
4 .67 
2 . 9 3 
NA 
9 . 0 0 
NA 
NA 
SOURCBt 1) The isconomlc Times, 79 March, 1990, New D e l h i , 
p p . 1 3 - 1 5 . 
CHAPTER -
CAPACITY UTILIZATION IN SELECTED 
BASIC INDUSTRIES OF INDIA 
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C H A P T B R - V 
CAPACITY UTTLIZATTON IN SgLBCTg) 
BASIC INDUSTRISS OF INDIA 
capac i ty u t i l i z a t i o n has a great inportanoe for a 
success fu l Indus tr ia l progress in any country. I t provides 
gu ide l ine for planned sec tora l investment a l l o c a t i o n . There 
1 
are two concepts o f capacity u t i l i z a t i o n i n economics. 
1) Intended excess capaci ty , i t means as the maximum 
output that can be produced in a given fixed factors 
of production and can be determined fxrom observed 
inputs data and outputs da ta . I t may be af fected 
by severa l factors such as f l u c t u a t i o n in seasonal 
demand, s c a l e economies in production and economic 
p o l i c i e s , and secondly 
11) Economic capaci ty as the l e v e l of output a t which 
p r o f i t s are maximized in a given fixed cap i ta l 
equipments, the techniques o f production/ fac tor 
p r i c e s and quota o f inputs . I t may a l s o be a f f e c -
ted through shortage of resources or r a w - m a t ^ i a l s , 
d e c l i n i n g In exports demand, sudd^i change in econo-
mic p o l i c i e s and worker unres t . 
In f a c t , India i s suffering from u n d e r - u t l l l z a t i o n in 
t h e i r production c a p a c i t i e s because o f socio-economic and 
1. Sr in ivasan, P . V . , t Determinants of Capacity U t i l i z a t i o n In 
Indian I n d u s t r i e s , Journal o f Quant i ta t ive Economies, Jan. 
1992, V o l . 8 , N o . l , De lh i , pp.139-156. 
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p o l i t i c a l fac tors . In th i s chapter we examine the nature 
o f re la t ionsh ip between capac i ty u t i l i z a t i o n and d i f f e r e n t 
c h a r a c t e r i s t i c s of power« F e r t i l i z e r and Cement Industry i n 
India from 1980-81 to 1994-95. 
CAPACITY UTILIZATION OF POWER INDUSTRY 
Now power has been the i n e v i t a b l e weak l i n k in the 
chain of India ' s economic development. In s p i t e of being 
a strong input necessary for the developmait o f any sphere 
o f economic a c t i v i t y be i t i n d u s t r i a l or agr icu l tura l - the 
economy has had to learn to l i v e with and adjust to the lack 
o f adequate power. The chronic power shortage has had a 
not inconsiderable part to p l a y in the fact that our country 
has not gained the momentum s o necessary for development. 
The future outlook for power seems bleak. Indian power p lants 
are running in poor capac i ty u t i l i z a t i o n . I t i s considered 
from Table 5 ,1 araJ t h i s tab le c l e a r l y shows the capac i ty o f 
thermal, hydro and nuclear p lan t s from 1980-81 to 1994-95 
HYDRO POWER 
The development o f hydro-power has to be given a major 
thrust in the recent p lan . India s t i l l have large untapped 
hydro-potent ia l . But the development of hydro-power has showed 
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down due to the lack o f f inancial resources , i n t e r - a t a t e 
r iva lry e t c . In Table 5 . 1 , the capaci ty o f hydro-power 
plants was 11791 MW in 1980-81 and i t increased to the l e v e l 
of 20829 MW in 1994-95. Production o f hjdro-power f luctuated 
in t t« se periods and i t went up from 5313 MW to 9420 MW in 
1980-81 to 1994-95 r e s p e c t i v e l y . The capac i ty u t i l i z a t i o n 
was only 45.0 per cent in 1980-81 and rose to very l i t t l e as 
45.2 percent in 1994-95. In th i s way i t may be said that a 
concerted e f f o r t w i l l have to be made to overcome these hurdles 
and enlarge the share o f the hydro-power generat ion in India , 
and th i s w i l l provide e s s e n t i a l l y needed peaking support to 
thermal power generat ion . 
THERMM. POWER 
This power u n i t i s i i i^ortant for India because o f the 
shorter construct ion time by using b e t t e r p r o j e c t managenient 
techniques. I t has been p o s s i b l e to improve e f f i f i e n c y of 
thermal power p lant by using gas turbines In oonjunction with 
conventional steam turbine. The total capac i ty o f thennal 
power was 17563MW in 1980-81 and production was 6998 MW in 
the same period c a p a c i t y u t i l i z a t i o n was o n l y 39 .8 percent 
in the corresponding year of 1980-81. Capacity, production 
and capacity u t i l i z a t i o n increased as 58110 MW, 30011 MW and 
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51.6 percent in 1994-95 respect ively. The performance of 
thermal power la better tten hydro-power plants. The f i r s t 
super thermal power station at Singrauli on the border of 
Uttar Pradesh and Madhya Pradesh with an instal led capacity 
of 200O MW and other three projects Korba in Madhya Pradesh, 
Ramagundam in Andhra Pradesh and Karakka in West Bengal with 
an insta l led capacity of 2100O MW each a l l are planning, 
promoting and organizing by the National Thermal Power corpo-
ration to increase the capacity u t i l i za t ion in the country. 
NUCXBAR POWER 
The Government of India considered the introduction of 
nuclear power inperative as early as the mid-f i f t ies and the 
construction of the f i r s t nuclear power plant was taken in 
2 1959 at Tarapur with a leading U.S. power plants supplier. 
The second nuclear power stat ion at Raj as than was on an agree-
ment with Canada. The third nuclear plant was se t up at 
Kalpakkam and the fourth stat ion at Narora In Aligarh Di s t r i c t 
of U.p. s ta t e . This plant took periods of 10-14 years for 
construction. I t i s very cos t ly than hydro and thermal p lants . 
The generation of nuclear power i s declining day by day. The 
2. Modak/ Srikant : Power Problems and prospects. The Economic 
Times, August 2, 1990, New Delhi , p . l3 
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to ta l capac i ty of nuclear plant was 860 MW and production 
was only 343 MW in 1980-81. Capacity o f th i s p l a n t i s 
increased to produce upto the l e v e l o f 2225 MW in 1994-95 
but produced o n l y 640 MW. I t has not in we l l progress as 
ooopare to i t s own capac i ty . The capaci ty u t i l i z a t i o n o f 
nuclear p lant decreased to the l ^ e l o f 28.7 percent in 
1994-95 from the l e v e l of 39.8 percent which was in 1980-81. 
In some years i t was balanced from 1982-83 to 1988-89. The 
problems created were only due to the n e c e s s i t y t o l i m i t the 
l e v e l of the reactors to strett ih ou t the a v a i l a b l e of fuel 
3 
in view o f uncertain supply of enriched uranium from the USA. 
TOTAL Ctf>ACTTY, PRODUCTION AHD C;tf>ACITY 
UTILIZATION OF POWER INDUSTRY IN INDIA. 
Table 5 .3 a l s o shows the capaci ty , production and 
capaci ty u t i l i z a t i o n from 1980-81 to 1994-95. The i n s t a l l e d 
capacity o f power industry was 30214 MW in 1980-81 and i t 
increased to the l e v e l o f 81164 MW in 1994-95. The oonpound 
annual ra t e of growth i s estimated 6.8 percent of capac i ty 
during the same p e r i o d , on the other hand, production of 
power industry increased from 12653 MW to 40071 MW during 
the year from 1980-81 to 1994-95. The annual compound rate 
3 . Modak, Sr ikant , O p . c i t . , p .3 
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o£ grov«th power g^ieratlon i s est imated 7 .9 percent during 
the corresponding year. The c o - r e l a t i o n between cap>acity 
and production o f power industry i s 0 . 9 3 . I t i s highly 
correlated between each other but the capac i ty u t i l i z a t i o n 
i s l eas t t e n 50 perc«^t on an average during the « \ t l r e 
period o f s tudy from 1980-81 to 1994-95. The capaci ty 
u t i l i z a t i o n o f power industry was very poor. I t rose from 
41,8 percent to 49.3 p e r c ^ t during the period from 1980-81 
to 1994-95. I t s capacity u t i l i z a t i o n during these year i s 
below 5o perct f i t . The c o - e f f i c i e n t o f var ia t ion in 15 years 
i s ca l cu la ted 25.07 percent . Hence/ the capac i ty u t i l i z a t i o n 
of power industry has become a matter o f complicat ion. There 
are s t i l l a number o f problems which adverse ly a f f e c t the 
capacity u t i l i z a t i o n of power industry in India . 
THE MAIN PROBLEKS IN POWER INDUSTRY 
The power Industry in India i s entangled with a 
number o f problems. They include more than necessary delays 
in the formulation and inplementation o f various units« poor 
capac i ty u t i l i z a t i o n , de lay In the supply o f coal ev«i in 
poor q u a l i t y and l o s s e s o f transmission and d i s t r i b u t i o n . 
Plant Load Factor and Ecological problems are a l s o af fected 
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th i s sec tor in our country. I t has been noted that the 
major causes for l o s s o f power are as following as per 
tab le : 
1 - Plant Load Factors; 
2 - Transmission and Di s t r ibut ion; 
3 - Poor Qual i ty o f coal ; 
4 - Transportation F a c i l i t i e s ; 
5 - Economic Pr i c ing ; and 
6- other Factors . 
1 - plant Load Factor? 
I t means actual energy produced by a thermal power 
p lant during a period as perc« i tage o f the maximum e i e r g y 
that could have been produced had the p lant generated at 
f u l l capacity during the same period. I t i s observed from 
Table 5 .4 that c^ i t ra l s e c t o r increase in power generat ion 
69 .8 percent in 1993-94 as con?>ared to the 45 ,4 percent in 
1980-81. S ta te filectricity Boards p lant load f a c t o r was on ly 
42.7 percent in 1980-81 and i t wei t up to the l e v e l of 56 .6 
percent in 1993-94. P r i v a t e s e c t o r increase to the l e v e l 
o f 57 percent in 1993-94. Hence# the o v e r a l l power generation 
became 61 percent in 1993-94. We can say that i f p l a n t load 
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factors u t i l i z e in pzoper way ttien i t may be increased up to 
maximum l i m i t . I t i s o n l y due to lack of proper guidance 
and u n a k i l l labour and management, s t a t e S l e c t r i c i t y Boards 
generate low p lant load factor among the other s e c t o r s . So 
p l a n t load factors a l s o a f fec ted the supply of power to meet 
the consumer's requirement. 
2 - Transmission and D i s t r i b u t i o n Losses: 
Transmission and d i s t r i b u t i o n l o s s e s as percent o f 
t o t a l a v a i l a b i l i t y of power are higher in our cojntry than 
o ther c o u n t r i e s , i n t e r n a t i o n a l l y i t s l o s s e s around l o per 
cent has he&i accepted aind in India i t i s about 12 percent 
to 15 percent . I t i s only because of thef t of e l e c t r i c i t y . 
From Table 5,5 the major transmission works shows in two 
c a t e g o r i e s as 400 KV and 220 KV. The construction target 
for transmission l i n e s for 1993-9 4 were fixed a t 4/393 c i r c u i t 
Mm c o n s i s t i n g of 1,423 c i r c u i t Km o f 400 KV and 2970 c i r c u i t 
Wn of 220 KV upto November 1993, but i t s construction became 
773 c i r c u i t Km o f 400 KV l i n e s and 1,837 c i r c u i t Km o f 220 KV. 
Transmission and d i s t r i b u t i o n l o s s e s in India an estimated 
Rs. 1,399 crore during the period o f 1990-91 to 1992-93, 
4. Economic i n t e l l i g e n c e Serv ice t Current Energy Scene 
in Ind ia , c m s , 1994, Bombay, p . 15 
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3 - Poor Quality of Ooal; 
I t i s fact that Indian coal i s predominantly of high 
ash content. The ash content i s about 20 to 30 percent in 
5 power grade coal . Huge ash deposits near thermal plants 
also cause damage to the environment. India u t i l i z e coal for 
power generation. But poor quality of coal i s supplied to 
power houses which damage the power plants a l so . Hence, 
there should be supply of best qual i ty of coal to feed into 
the boi lers i s foremost necessary for long l i f e of power 
plants . Government must provide coal«handling plant to elimi-
nate non-coal matter. 
4- Transportation Fac i l i t i e s : 
Transportation also affects power supply in India due 
to being in i t s poor condition and sometime dislocation of 
railway f a c i l i t i e s , occur because of floods and breaches e tc . 
Near about 70 percent coal supplied to the power houses through 
railways. Railway timing i s not regulated so they reach the 
power stat ion very l a t e and i t creates a problem of regular 
supply of coal to power units . This results power shortage due 
to non-avai labi l i ty of coal in time 
5, Government of India t Economic survey, 1993-94, Planning 
Oommlssion, ^ e r g y Chapter, Mew Delhi. 
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5 - Eoonomlc P r i c i n g ; 
Power I s not a cheap form of energy. Government 
provides i t subsidy to supply the consumer a t cheaper r a t e . 
There are the £bllovd.ng aims of the power p r i c e p o l i c y in the 
coun try, 
1) to provide on no l o s s and no p r o f i t a f t e r meeting 
a l l c a p i t a l charges« 
11) to charge p r i c e o f i t for d i f f e r e n t s e r v i c e s 
corresponding to costs -
The Sta te E l e c t r i c i t y Board do not have any control 
over f ix ing ra te of e l e c t r i c i t y and heavi ly subs id ized e l e c -
t r i c i t y provide to the agr icul tural s e c t o r for I r r i g a t i o n a t 
6 
the c o s t of the general tax payer. 
6 - other Factors; 
There are some other factors which are respons ib le for 
l i t t l e capacity u t i l i z a t i o n in power s e c t o r s . These are as 
7 
fol lowing: 
6, Modak, Srikant ; Power Sector ; Problems and Prospects« 
Economic Times, August 2,1990, New D e l h i , p . 13 
7 . Narayanan* R.K,; Towards e f f i c i e n c y in genera t ion , Financial 
Express, August 18 , 1990, Mew De lh i , p . V i l 
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i ) inter-s tate dispute in sharing of river waters; 
i i ) two main sources for hydro and ooal are unequally 
distributed; 
l i i ) poor position of plant load factors; 
iv) problems in land acquis i t ion, rehabil itation 
onstees and offorestation; 
v) cost ly transmission af fa ir and defective d i s tr ibu-
tion system; 
vi ) socio-economic« p o l i t i c a l , managerial and financial 
problems, and 
v i l ) The State E lec tr ic i ty Boards which generate and 
distribute power/ s e t tarif fs and co l lec t revenues. 
The average price of power has been only marginally 
increased s ince 1981-82 in real terms and today 
constitutes about 50 percent of the long-run margi-
nal cost . Both the agriculture and domestic sectors 
are highly subsidized. Agriculture's share has 
increased from 17 percent in early 1980s to 27 per-
cent in 1991-92. State Flectrici ty Boards incurred 
heavy losses were covered by cross-subsidizing them 
from the surplus generated from sa le to industr ia l , 
8 
commercial and other sectors . 
8. For deta i l s seet Government of India, Various Issues of 
Bconomlc survey, Qiergy Chapter, New Delhi. 
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Ctf ACITY UTILIZATION OF FERTILIZERS INDUSTRY 
The application of f er t i l i zers in increasing production 
hardly needs to be emphasized .They have a l l the more s ignif icant 
role under dynamic agriculture. Generally the use of the three 
primary nutrients i s required Nitrogen (N), Phosphorus (Pj^s^ 
and potassium (K^) 1" order to generate the s o i l f e r t i l i t y so 
as better crop may be gro^n. I t has been understood highly 
in|x>rtant to study the production/ productive capacity and i t s 
u t i l i z a t i o i in the country. 
NITRPGgJ FERTILIZERS; 
Table 5.2 shows the data relating to the capacity 
ut i l i zat ion/ production and instal led capacity of nitrogenous 
f er t i l i zers from 1980-81 to 1993-94. I t may be observed from 
the table that the capacity ut i l i za t ion of nitrogenous f e r t i -
l i z e r was only to the extent of 47.1 percent. The instal led 
capacity was estimated to produce 4596 thousand tonnes but 
only 2168 thousand tonnes of production of nitrogenous f e r t i -
l i zers took place in 1980-81. On the other hand in 1986-87 
the production of N was increased to 5412 thousand tonnes with 
a high level of capacity ut i l i za t ion of 78.6 percent against 
the instal led capacity of N f e r t i l i z e r to produce 6880 
thousand tonnes. I t was more than previous year, i . e * 1985-86 
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Again i t was decreased 1,5 percent In 1987-88. From 1988-89 
to 1991-92 the capacity ut i l i za t ion was achieved a remarkable 
progress a level of 88.7 percent In 1991-92. The l a t e s t 
s ituation has not inproved and i t became 84.1 perc^it capacity 
ut i l i za t ion of nitrogenous f e r t i l i z e r in 1993-94. This table 
indicates that ev«i though the instal led capacity has increased 
s igni f icant ly during the entire period of study, capacity ut i l i -
zatlon i s s t i l l to be inproved in the nitrogenous f e r t i l i z e r 
Indus try. 
PHDSPHATIC FgRTILIZSR; 
The analysis for the phosphatic f e r t i l i z e r capacity, 
production and capacity u t i l i za t ion has been made with the 
help of table 5 .2 . I t has been examined from the table that 
the leve l of capacity u t i l i za t ion increased from 63.2 percent 
to 74.5 percent in 1984-85. I t declined in the year 1985-86, 
1987-88, 1989-90, 1992-93 and 1993-94 to the l eve l of 73.2 
percent, 67.8 percent, 65.8 percent, 82.5 percent and 68.3 
percent respectively. Only i t increased the highest level 93 
percent capacity u t i l i z a t i o n in 1991-92. This reveals that 
there i s need for improving capacity u t i l i z a t i o n in respect 
o f phosphatic f e r t i l i z e r s also in Indian f e r t i l i z e r Industry. 
I t has been noted that the major causes for l o s s of production 
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o f both nitrogenous and phosphatic f e r t i l i z e r s are due to 
power problems/ raw-materials* equipment/ labour and o t h e r 
problems. 
THE TOTAL CAPACITY/ PRODUCTION AND CAPACITY 
UTILIZATION OF FERTILIZER INDUSTRY 
The capacity/ production and capaci ty u t i l i z a t i o n o f 
f e r t i l i z e r industry in India from 1980-81 to 1993-94 i s presen-
ted in Table 5 . 3 . I t i s observed from the t a b l e that the 
production o f f e r t i l i z e r s w^it from 301 mi l l i on tonnes to 910 
m i l l i o n tonnes and capac i ty increased from 592 m i l l i o n tonnes 
to 1133 mi l l i on tonnes during the same period i . e . from 1980-81 
to 1993-94. The corre la t ion shows highly p o s i t i v e that i s 
0 . 9 8 . I t means capac i ty and production of f e r t i l i z e r industry 
are highly corre lated , on the o ther s i d e , the annual corrpound 
growth rate of capacity in 14 years i s 4.7 p e r c ^ i t and 8,2 
percent annual compound growth rate i s estimated for production 
o f f e r t i l i z e r . The capac i ty u t i l i z a t i o n o f f e r t i l i z e r s i n c r e a -
s e r from 51 percent to 80 percent in the corresponding year 
i . e . / from 1980-81 to 1993-94. In these periods the cao-eff i-
c l e n t o f var iat ion in capac i ty u t i l i z a t i o n i s s a t i s f a c t o r y and 
i t become the l e v e l o f 13.43 percent . The capac i ty u t i l i z a t i o n 
i s f luctuated very l i t t l e due to power and raw-materials prob-
lems/ e t c . Therefore/ the above f igure c l e a r l y shows t t ^ t there 
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l a a remarJcable progress both in capac i ty and production of 
^er t i l i ze i r s in Indian f e r t i l i z e r Industry from 1980-81 to 
1993-94, But there are some problems in a t ta in ing the f u l l 
capac i ty u t i l i z a t i o n in f e r t i l i z e r Industry in India . 
THE MAIN PROBLms OP FERTILZER INDUSTRY; 
The capaci ty u t i l i z a t i o n of f e r t i l i z e r s Industry in 
India which plays a s i g n i f i c a n t r o l e in supplying f e r t i l i z e r s 
to the farmers has stagneuit around 66 percent i n s p l t e o f 
i n p r e s s i v e addit ion to capac i ty over years . Hence/ a low 
capac i ty u t i l i z a t i o n in Indian f e r t i l i z e r industry has become 
a matter o f considerable concern^ p a r t i c u l a r l y when low p r o -
duction means large imports e n t a i l i n g higher inflow o f foreign 
exchange. I t i s pointed out that an irmrovement o f an a d d i t i o -
nal 10 percent o f capac i ty u t i l i z a t i o n can produce 15 lakh 
tonnes more of f e r t i l i z e r s which would correspond to saving 
9 
o f foreign exchange o f more than Rs. 300 crores per year . 
Further, low l e v e l o f operat ion in fac tor ies a l s o increases 
the c o s t o f production o f f e r t i l i z e r s . High cost and 
inadequate a v a i l a b i l i t y o f f e r t i l i z e r s would f i n a l l y r e s u l t 
in lower agr icu l tura l production advers ive ly a f f e c t i n g the 
I n t e r e s t not on ly o f farmers but a l s o o f consumers/part icularly 
9 . Ramanathan/ S . : FAI Seminar 1982 on F e r t i l i z e r P r o d u c t i v i t y 
and jvSvancee in Technology; Proceeding of the Seminar, Part I , 
March 1983/ New De lh i . 
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those belonging to the pauperized s e c t i o n of the s o c i e t y . 
Hence/ the pxobleni of capac i ty u t i l i z a t i o n in f e r t i l i z e r indus-
try in India i s highly s e n s i t i v e to the cu l t iva tors for supply-
ing the agr icu l tura l coirmodities on remunerative prices« the 
consumers are buying food a r t i c l e s and Government to i n t r o -
duce f i s c a l measures. The industry would run a t maximum 
10 p o s s i b l e capaci ty to achieve th i s g o a l s . 
In t h i s chapter the a n a l y s i s of factors a f f e c t i n g the 
capac i ty u t i l i z a t i o n of both nitrogenous and phosphatic f e r t i -
l i z e r s industry has been made to a s s e s s i t s performance. The 
data a v a i l a b l e on the causes of nutr i en t -w i se l o s s o f produc-
tion presented in Table 5 .6 and Table 6 ,7 . The major problems 
for l o s s o f production are as fo l lowing as per table : 
1) Power Problems/ 
2) Shortage of supply of raw materials; 
3) Equipment problems; 
4) Labour problems; and 
5) others/ such as 
i ) Commissioning problems, 
i l ) Unforeseen breakdowns; and 
i i i ) Process problems; e t c 
10. Ramanath^/ K.V. x • 'Fer t i l i z er Demand and supply S i t u a t i o n : 
India**/ Proceedings o f FAI Seminar 1979 on Cr i t i ca l Areas 
Affect ing F e r t i l i z e r s consumption in India , March 1980/ 
New Delhi / p . 1 . 2 - 1 , 1 - 9 . 
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1- Power Probletna; 
Power cuts were one of the major factors which adverse-
l y a f f e c t e d production during 1980-81 to 1990-91. Production 
l o s s o f nitrogenous f e r t i l i z e r was 12.4 percent , 17.5 percent / 
27,0 percent and 28.0 percent r e s p e c t i v e l y in 1980-81, 1981-92, 
1982-83 and 1983-84. I t may be observed that l o s s of n i t r o g e -
nous f e r t i l i z e r was decreased from 16.1 percent to 7 .3 percent 
in the corresponding years , i . e . from 1984-85 bo 1989-90. 
Again i t was increased by 13.6 percent o f l o s s of N f e r t i l i z e r s 
production in 1990-91 (Table 5 . 6 ) . n&ct to power problems for 
the l o s s o f phDsphatic f e r t i l i z e r in Table 5.7 was f luctuated 
during the year 1980-81 to 1990-91 as 2.6 percent , 4.7 percent 
r e s p e c t i v e l y was noted. In th i s cases during 1982-83 and 
1983-84 i t was further increased to 25 percent and 23 percent 
r e s p e c t i v e l y in the corresponding years . I t has been marked 
that there were severe power and water problems which adverse-
l y a f f e c t e d production both nitrogenous and phoaphatic f e r t i l i -
zer a t Madras and Talcher because these plants were shut down 
mainly due to power and water shortage during that per iod . 
During 1985-87 power problems a f f ec ted FCr-Gorakhpur, HFC-
Namrup, HFC-Barauni and Durgapur, SAIL-Rourkela and I a , -
12 
Kanpur. Thus, the above a n a l y s i s reveal that l o s s o f produc-
t ion o f both ni trogaious and phoaphatic f e r t i l z e r s was due to 
11 . F e r t i l i z e r Associat ion of IndiaxAnnual Review of F e r t i l i z e r 
Cbnsumption and Production, 1983-84,New De lh i ,p . 100 
12. I b i d . , 1986-87, New Delh i . 
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power cut and water problems in Indian f e r t i l i z e r industry 
s ince 1980-81. 
2- Shortage o f Raw-materials; 
Shortage o f raw-materials a l s o h i t production o f both 
N and p adverse ly in several p l a n t s . The share o f l o s s of 
production o f nitrogenous f e r t i l z e r on account of inadequate 
supply and u l t i m a t e l y de l i very raw-materials mainly was 46,3 
percent , 22 p e r c e n t , 31.7 percent and 21 .6 percent r e s p e c t i v e -
l y in the year as 1980-81, 1982-83, 1989-90 and 1990-91. On 
the other hand, production l o s s in phosphatic f e r t i l i z e r s due 
to shortage of raw-material vorked out to be 68.3 percent , 
284.8 percent , 597 ,1 percent and 200.4 percent r e s p e c t i v e l y 
in the years as 1986-87, 1987-88, 1989-90 and 1990-91. From 
the above study i t was found that phosphatic f e r t i l i z e r s were 
curtai led a b s o l u t e l y more tten the f a l l in nitrogenous f e r t i -
l i z e r . The shortage o f supply of naphta with high arromatic 
content mainly a f fec ted production a t lEL-Kanpur and IFFCD-
Phulpur, high sulphur values innephta a f f ec ted production at 
SFC-KOta and GSFC and o i l contaminated nephta af fected produc-
tion at MFL. Limitat ion In gas supply a t GSFC and f luctuat ion 
in compositions of assoc iated gas had been the factor to 
a f f ec t production a t Trombay V. Conversely, inadequate supply 
of coal a f fec ted production in GNFC and NFL p l a n t s . Ptosphatic 
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f e r t i l i z e r s production was affectecS a t several p lants due to 
some l imi ta t ions in a v a i l a b i l i t y of adequate q u a l i t i e s of 
sulpher . The importation of quan t i t a t i ve sulpher from I raq 
13 
a l so created problems in su lphur ic acid p lants a t FACT. 
3 - Bcjuipment Problems; 
I t i s the s ing le b igges t factor responsible for loss 
of production of N and p^O^ f e r t i l i z e r s in Indian f e r t i l i z e r 
indus t ry . During the e n t i r e period from 1980-81 to 1990-91 
production was adversely affected due to equipment breakdown 
in both f e r t i l i z e r indus t ry . The percentage loss of N and 
P O^  f e r t i l i z e r s was f luctuated year to year as shown in 2 5 
Table 5,6 and Table 5 .7 . Hence, i t i s obvious that problems 
r e l a t i n g to damage or breakdown of equipment were mainly due 
to design deficiencies and ageing of plants due to v in tage . 
The i r r e g u l a r and sub-standard q u a l i t y of power supply r e s u l -
t ing in frequent t r ipping of p lan t s also caused severe damages 
to equipment. The major equipment problems were experienced 
with ootrpressor, turbines , high pressure pumos, heat exchangers 
react ion vesse l s , e t c . Because of serious problems in oxygen 
14 
oorrpressures/ commissioning of Haldia was further delayed. 
Squlpment breakdown problems were mainly faced in Ramagundam, 
13, For d e t a i l s see : Various Issues of FAI . Annual Review of 
F e r t i l i x e r Oonsumption and Production, 1979-80 to 1990-91, 
New Delhi. 
14, F e r t i l i z e r Association of Ind ia : Annual Review of F e r t i l i z e r 
consumption and product ion, 1983-84, New Delhi, p .102 . 
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Namrup, Durganur/ Barauni, Oochin-I, Trombay V., Phulpur* 
15 Kanpur^ Tuticxsriri/ Mangalore and Sindri modernization. There 
fore, N and p 0^ f e r t i l i z e r s production were hi t i n major 
indust r ies as mentioned above due to equipment breakdown of 
oompressureS/ turbines and heat-exchanger mostly. 
4- Labour Problems; 
Labour i n s p i t e of being most important fac to r of p ro -
duction serving in f e r t i l i z e r industry did not seem to r a i s e 
so much as by raw-mater ia ls , power and equipment brea)c3own 
factora both in N and p-O^ f e r t i l i z e r s product ion. I t may be 
observed from the Table 5.6 and Table 5,7 tha t l o s s of produc-
tion in both f e r t i l i z e r nu t r ien ts were r e l a t i v e l y high in some 
years due to labour problems. The maximum loss of nitrogenous 
f e r t i l i z e r reached the level 18.5 percent in 1980-81 while 
for Dhosphatic f e r t i l i z e r i t was noted 34.3 ne rcen t in 1980-81. 
In 1990-91 some labour tDroblems were experienced by Paradeer? 
and SID, Parry and Bnnore P lan t s . 
5- Other Problems; 
Nitrogenous and Phosphatic f e r t i l i z e r s were a l so 
affected by o ther unspecified factors such as commissioning 
15. F e r t i l i z e r Association of India: Annual Review of F e r t i l i z e r 
Oonsumption & Production/ 1987-88, New Delhi , p.73 
16. For d e t a i l s s e ^ : Annual Review of F e r t i l i z e r Gbnsumption and 
Production, 1990-91, FAI, New Delhi. 
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problems/ unforeseen breakdown and process problems/ e t c . The 
loss of nitrogenous f e r t i l i z e r was accounted for 26,3 percent , 
35.5 percent/ 36 p e r c ^ i t and 32 percent in the year 1981-82/ 
1985-86, 1986-87 and 1987-88 respect ive ly a t high leve l produc-
tion of phosphatic f e r t i l i z e r s was also adversely affected due 
to o ther problems reached a t high level $o 38.5 percent in 
1981-82/ 43,2 percent in 1984-85 and 57.2 percent in 1985-86. 
The non-payment of outstanding subsidy dues caused severe 
l i q u i d i t y p r o b l ^ s . s i n g l e Super Phosphatic (SSP) indus t ry , 
in p a r t i c u l a r / suffered acute shortage of funds and consequent 
production l o s s , during 1992-93 and 1993-94. 
H«ice, the above analysis reveals tha t in the case of 
both ni trog^ious and ohosphatlc f e r t i l i z e r s / loss of production 
in Indian f e r t i l i z e r indus t ry was mainly due to equipm^it 
problems followed by raw-material shor tages . Loss of produc-
tion is a lso considerably high in both the nutrieants due to 
power cuts and o ther re la ted factors to the f e r t i l i z e r industry . 
C;!tf>ACITY/ PRPDUCnoN AND CAPACITY UTILIZATION OF 
Ca^mT INDUSTRY 
Cement has been recognized a bas ic input for the cons-
truction of bu i ld ing / roads and other cons t ruc t ive purposes. 
After independence/ country was irrporting cement to meet the 
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domestic demand, s ince the da t e India has s ta r ted the produc-
tion of cement she i s managing to u t i l i z e nearly 82 percent 
product ive capaci ty to furnish i n t e r n a l demand and even to a 
percentage of i t for exporting to the neighbour count r ies . 
Table 5,3 highl ights the capac i ty , production and capa-
c i t y u t i l i z a t i o n of cement in Indian cement indust ry from 
1980-81 to 1994-95. Capacity of cement industry touched the 
level of 79.09 mill ion tonnes in 1994-95 from 26.99 mil l ion 
tonnes in 1980-81. Additional capac i ty increases year ly during 
the same per iod . The annual compound growth r a t e in 15 years 
i s estimated 7.4 percent . Production of cement increased from 
18,60 mil l ion tonnes from 65 mi l l ion tonnes during the period 
i . e . from 1980-81 to 1994-95. During this period production 
of cement has increased continuously. The annual compound 
growth r a t e from 1980-81 to 1994-95 i s calculated 8.6 percent-
The cor re la t ion between capac i ty and production i s highly 
p o s i t i v e and i t comes to 0 .99 . The growth r a t e of cement 
production i s more than the growth r a t e of capaci ty of Indian 
cement indus t ry . 
The Capacity u t i l i z a t i o n was only 69 percent in 1980-81. 
I t increased to the level to 71 p e r c ^ t in 1981-82. But i t 
decreased by 2 per cent in 1982-83. Against i t 
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increased to 80 perc&nt in 1984-85 and then to 85 percent in 
1992-93. In 1994-95 capaci ty u t i l i z a t i o n of cement indust ry 
declined to the leve l of 82 percent . The co -e f f i c i en t of 
var iat ion of capaci ty u t i l i z a t i o n in cement i ndus t ry i s 7,33 
percent . Cement indus t ry in India has achieved tremendous 
progress as oon^^ared to power and f e r t i l i z e r i ndus t ry . This 
progress i s mainly due to modernization, p a r t i c i p a t i o n of 
p r iva te a i t e r p r i s e s and decontrol po l icy . But on the o ther 
hand cemait indus t ry i s facing several problems which a re 
harmful espec ia l ly to fu l l capaci ty u t i l i z a t i o n in Indian 
cement industry, 
THs MAIN PRDBLSMS OF C E M ^ T INDUSTRY 
At oresent / cement tes become an important bas ic input 
in every country. The consumption of cement over the pas t 
decade shows that 80 percent of the cement production i s con-
sumed in developed areas for construction of modern bu i ld ings , 
roads and br idges , e t c , and 17 percent of the cement i s suppliec 
t» the i r r i g a t i o n , a g r i c u l t u r e and a l l i ed a c t i v i t i e s . The 
rural market has a l a r g e po ten t i a l for the use of cement, but 
the predominant l i cens ing system d i s tu rb the a v a i l a b i l i t y in 
cement in this a r ea s . Planner has taken some s teps to boost 
the use of cement in techno-economically super io r sec to r s l i k e 
housing, p r e - ca s t and pre*fab construct ion, c«nent concrete 
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roads« and cement canal l in ing« e t c . These sec tor s t i l l had 
so far remained untapped due to the s c a r c i t y of cement. In 
the current years India i s export ing cement to the SAARC 
nat ions . The cement industry in India i s one of the more 
contributor of exc i se revenue to the exchequer. I t was e s t i -
mated Rs. 1,085 crores during 1989-90 as compared to the p r e -
17 
vious as Rs. 169.59 crores in 1981-82. I t w i l l a t t r a c t new 
investment in to es tabl i shed add i t i ona l capaci ty . But with 
misfortune* the capacity u t i l i z a t i o n of cemwt industry i s 
not f u l l y u t i l i z e d due to inadequate supply of in fras tructure 
f a c i l i t i e s and other bot t l enecks in the development of t h i s 
18 
s e c t o r . The industry faced the fo l lowing main problems: 
1) Inadequate and d e f e c t i v e method of Transportation 
and Railway/ 
2) Power shortage/ 
3) Poor supply of coa l / 
4) Technological problems/ 
5) Other fac tors . 
1- inadequate and d e f e c t i v e method o f Transportation 
and Railway; 
The method of cement transnortat ion and i t s bagging i s 
primary in India which make marketing i n e f f i c i e n t . Near about 
17. Shah/ Suresh; Need for s tepping up capacity/ The Economic 
Times / 12th May 1990/ New D e l h i , p . 10 
18. Chakravarty, S.M.: Cement Industry - outlook for 9 0 ' S / 
The Financial sxpress , 4th J u l y , 1990, New Delhi/ p .5 
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45 percent cement i s despatched by roads. The percentage of 
cement i s despatched by r a i l s . I t was increased marginally 
from 55 percent in 1980-81 to 58 percent in 1989-90. Railway 
t ransportat ion i s very Important source of taking cem^it from 
the point of production to the points of u t i l i za t ion /consun |»-
t ion . The timely a v a i l a b i l i t y of railway wagons i s very much 
important but on i t s f a i l u r e c rea te i t a problem and makes 
unnecessary delay in br inging the raw-materials and despatching 
the cement, viagon indents increased from 67 percent to 78 
percent of capaci ty bu t the percentage of loading to indents 
dipped from 75 percent in 1986 to 64 percent in 1989. Tho 
t ransporta t ion f a c i l i t i e s in Japan and U.S.A. went up from 70 
percent to 90 percent cement in bulk. 
2- Power Shortage: 
Power i s an important factor to affect cement indus t ry 
in India , shortages of nower, tr ippings and vo l tage f luc tua-
tions are contnon features tha t have plaughed the production 
and capacity of cement indus t ry in India, The Government of 
India announced ce r t a in incent ives to cement p l an t s in 1983. 
They provide about 5oo MW of capt ive power in 1989 to the 
cement industry. About 17 percent of to t a l cement production 
within the country were capt ive power a t high c o s t . This wil l 
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a f fec t to the consumers as well as cement industry In India 
because power produced by capa t ive power se t s i s very cos t l y . 
3 - Poor supply of Ooal: 
Ctoal i s very o ldes t source of fuel for the cement 
indus t ry in Ind ia . Goal has become a major factor to a f fec t 
the cement indust ry . The inadequate supply of coal/ d e t e r i o -
ra t ion of ooal qua l i t y and r a i l t ranspor ta t ion of coal has 
also been a cause for our concern. The supply of coal to the 
cement indus t ry increased from 6 MT to 9 MT in the year 1982 
and 1989 respec t ive ly . During the same period c l inker produc 
t ion increased from 17.42 MT to 38.40 MT i . e . over two times. 
However, the supply agains t l inkage has fal len from 66 percen 
to 56 percent and coal to c l i nke r r a t i o decreased from 34 pex 
cent to 23 percent . The overa l l the cement indus t r i es in 
India have the shortage of ooal by p a r t y resor t ing to coal 
import and usage of l i g n i t e . 
4- Technological Problems; 
Technology i s a key source to increase in the capacity 
u t i l i z a t i o n of cement indus t ry in given factors of productior 
Therefore, there i s urgent need to modernize cement indus t ry 
in India for full capaci ty u t i l i z a t i o n as well as for 
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inprovlng the quality and quantity of production of cement 
plants also need for conversion from wet process to dry-
process. 
5- Other Factors: 
There are some other factors which af fect cement 
industry in India such as cost of production, the p r o f i t a b i l i t y 
19 
of the industry through: 
i ) price increase of coal, power and l i g n i t e / e tc . 
i i ) lower productivity and higher wages/ 
i i i ) tax and royalty constituted 60 to 70 percent of 
limestone cost in Andhra Pradesh, 
iv) lower capacity ut i l i zat ion due to captive power 
generation, and 
v) increase in freight charges and Import duty on 
the equipments for new plants as well as high cost 
of s t e e l . 
I t i s very obvious from the above apprAisal that cement 
industry however has achieved good progress in recent years. 
The Indian cement industry l ike other many other leading cement 
production countries started toward i t s modernization rapidly 
19. Por detai ls see: Kbtharl's Industrial Directory of India, 
1995, Madras, p .4 -5 . 
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helped develop and eixpand the Indian economy. The perfor-
mance of cement industry to any extent largely affected by 
the depending industries especia l ly by power «id e l e c t r i c i t y , 
ftor instance/ the sudden r i se in costs of power/ coal and 
railway freight both for incoming coal and cement despatch, 
resulted in the inevitable increase in fair and reasonable 
open market price t te t a lso causes sometimes fluctuation they 
were intensif ied further by the demand conditionR in the market 
from season to season. Therefore/ i t i s very necessary that 
the fa ir and reasonable price should be maintained for further 
growth of the Indian cement industry. The above analysis has 
also revealed that in the case of f e r t i l i z e r industry, loss of 
production in Indian f e r t i l i z e r industry was mainly due to 
equipment problems followed by rawmaterial shortages. The 
capacity ut i l i za t ion in f e r t i l i z e r industry i s l e ss than what 
i t i s found in cement industry. Therefore/ there i s need for 
increasing capacity ut i l i za t ion in the f e r t i l i z e r industry in 
India for meeting the growing demand from both nitrogenous and 
phosphatic f er t i l zers . The capacity ut i l i zat ion in power 
industry i s very poor i . e . only near about 50 percent. The 
under-capacity ut i l i za t ion of power industry in India was 
mainly due to plant load factors, poor quality of coal, old 
equipments and non-avai labi l i ty of rawwnaterials in time. On 
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oomparlaon I t has been well established that capacity u t i l i za -
tion Is a major problem of power Industry. The problem Is not 
sel£-oon£ined but similar problem has also been created In 
others two selecte!^ Industries. I f this problem Is anyhow 
solved In the power industry I t wi l l undoubtedly solve the 
problem of under-utilization in other industries a l so . 
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TABLE - 5 .4 
Plant Load Factor Percentage (%) 
j Central | s t a t e fiLectridtyJ p r i v a t e i Overall 
I Sector 4 Boards t Sector ( 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
SOURCE: 
4 5 . 4 
5 4 . 3 
5 2 . 2 
5 4 . 8 
5 5 . 4 
6 1 . 9 
6 4 . 9 
6 3 . 3 
6 2 . 6 
6 2 . 2 
5 8 . 1 
6 4 . 7 
62 .7 
6 9 . 8 
42.7 
43.8 
46.9 
44.1 
44.9 
46 .8 
48.6 
53 .0 
49.6 
54.6 
50 .0 
51 .1 
54 .0 
56 .6 
current Energy scene in Ind ia , 
61.4 
65.4 
67.1 
64 .1 
63.0 
57.5 
61 .1 
67.6 
63.2 
69.5 
58 .4 
56.7 
58 .8 
5 7 . 0 
CMIE/ June 
45.0 
46.8 
49.4 
47.9 
50 .1 
52 .4 
53 .2 
56.5 
55 .0 
56 .5 
53 .8 
55.3 
57 .1 
61 .0 
1994, 
Bombay, p . 1 1 . 
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TABLE - 5 . 5 
Major Tranacnlsslon work 
( C i r c u i t Km) 
400 KV 220 KV 
Year 
Target lActual l ^ r g e t I 
• - • J (-
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
415 
4535 
2010 
1933 
1574 
2428 
2060 
2694 
2824 
2850 
3240 
2878 
2490 
1423 
223 
244 
1126 
826 
1500 
2335 
3400 
1818 
3134 
2740 
4725 
2358 
1957 
773 
Anr-Nov 
Target ; Actua l Targe t 
5545 
5454 
4971 
5305 
3120 
3598 
2707 
2730 
3195 
3220 
3048 
3025 
3284 
2970 
3476 
2499 
3876 
1849 
3565 
2601 
2003 
2445 
2998 
3240 
4300 
2909 
3037 
1837 
Apr-MoV 
SOURCE; Current a i e r g y Scene i n I n d i a , CMIE, June 1994 , 
Bombay, p . 13 , 
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CHAPTER - VI 
GOVERNMENT POLICY OF BASIC INDUSTRIES 
IN INDIA 
C H A P T E R - V I 
GOVERNMENT POLICY OP BASIC INDUSTRI BS 
IN INDIA 
The i n d u s t r i a l p o l i c y would r e f l e c t the d i r e c t i o n 
and p a t t e r n of i n d u s t r i a l deve lopment^ the coun t ry d e s i r e s to 
have to help r e a l i s e t h e economic, s o c i a l and p o l i t i c a l o b j e c -
t i v e s of n a t i o n a l development by means of i n d u s t r i a l i z a t i o n . 
I t i n c o r p o r a t e s f i s c a l and monetary p o l i c i e s , the l a b o u r 
p o l i c y , t a r i f f p o l i c y , e t c . , in r e s p e c t of the i n d u s t r i a l 
s e c t o r . The i n d u s t r i a l p o l i c y would i n d i c a t e the r e s p e c t i v e 
p a r t i c i p a t i o n of the p u b l i c , p r i v a t e , j o i n t and c o o p e r a t i v e 
1 
s e c t o r s and would u n d e r l i n e t h e n a t i o n a l p r i o r i t i e s . Thus the 
i n d u s t r i a l p o l i c y covers a l l t h o s e p r o c e d u r e s , p r i n c i p l e s , 
p o l i c i e s , r u l e s and r e g u l a t i o n s which c o n t r o l t h e i n d u s t r i a l 
unde r t ak ings of a coun t ry and shape the p a t t e r n of i n d u s t r i a l i -
z a t i o n . For n e a r l y four and a ha l f decades s i n c e Independence , 
t he broad n a t u r e and d i r e c t i o n of I n d i a ' s i n d u s t r i a l p o l i c y 
remained the same wi thou t any s u b s t a n t i a l change. However, 
a r a d i c a l change in the i n d u s t r i a l p o l i c y took p l a c e i n 1991 
2 
when a new economic p o l i c i e s and s t r a t e g i e s ushered i n . 
The p u b l i c s e c t o r , b o t h c e n t r a l as well as s t a t e , 
depended i n d i s c r i m i n a t e l y and i t was extended to n o n - p r i o r i t y 
s e c t o r s and s e c t o r s where t h e n r i v a t e s e c t o r would perform 
b e t t e r . P o p u l i s t p o l i t i c a l appea l and r e s t ed i n t e r e s t s of 
1. Guha, S u n i l , : 'Welfare Economics in I n d i a , Pirma K.L. 
Mukhopadhyay, C a l c u t t a , I 960 , p p . l 4 8 - 6 0 . 
2* Ghosh, ATun, t s t r u c t u r a l Adjustment and i n d u s t r i a l and 
Environmental Cbncerns, 3PW, Bombay, 19th Feb. 1994 ,p .421 . 
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p o l i t i c i a n s and bureaucrats contributed to t h i s , s t a t e 
Governments s e t up publ ic corporations a f t e r corporations 
to expand the empire of the p o l i t i c a l p a r t i e s and to give 
3 bertha to p o l i t i c a l l eaders . The accumulated losses of many 
publ ic s ec to r s including some s t a t e t r anspor t corporat ions, 
a re l a r g e r than the cap i t a l invested in them. These publ ic 
sectors d e f i c i t s compel governmoita to increase taxation 
and c u r t a i l government expenditures. There i s no j u s t i f i -
cation for imposing such burden on the pub l i c by the s t a t e 
carrying out a c t i v i t i e s which the p r i v a t e sec tor can do more 
e f f i c i e n t l y . P r iva t i za t ion of ce r t a in sec to r s and en te rpr i ses 
a re , the re fore necessary to reduce the budgetary burden on 
the p u b l i c , to make ava i lab le more resources for the develop-
ment a c t i v i t i e s , to enable the government to concentrate 
more on the e s sen t i a l government functions and p r i o r i t y areas 
and to r e l i e v e the consumers from the ind i f fe ren t a t t i t u d e of 
4 
the public s e c t o r . 
Government of India announced major changes in the 
i ndus t r i a l po l i cy . on J u l y 24, 1991 which has abolished 
the publ ic sec to r monopoly in severa l i ndus t r i e s (on eight 
3. Misra, B.M. ; P r iva t i za t ion of pub l i c Enterprises in 
India - Some I s sues , The Indian Economic Journa l , Vol .41, 
Oct-Dec. Bombay, 1993, pp.73-75. 
4. I b i d . , pp.76-80. 
5. Government of India : Economic survey. Pa r t I , General 
Review, 1991-92, Planning Commission, New Delhi, p.12 
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Industr ies a r e now exclus ively reserved for the publ ic sec tor 
as against 17 i n d u s t r i e s in Schedule A previously) i s s i g n i -
f icant s tep towards p r i v a t i z a t i o n . Indus t r ies which a re thus 
opened for the p r i v a t e sec to r include iron and s t e e l / power 
ship-bui ld ing; telephone and telephone cables ; telegraph and 
wireless apparatus; cement; a i r c r a f t ; a i r t r anspor t , and 
heavy p lan t and machinery. The scrapping of the Schedule B 
which contained a l i s t of 12 industr ies where publ ic sec tor 
was to play a dominant ro le i s also an inpor tant po l icy change. 
Hence/ the po l icy i s to abol ish the monopoly of any sec tor 
in the field of manufacture/ except on s t r a t e g i c or mi l i t a ry 
considerat ions, and open a l l maiufacturing a c t i v i t y to 
competition. The cen t ra l Government i s also reported to be 
reviewing the ex i s t i ng por t fo l io of public investment with 
a view to offloading nubl ic investment from areas where the 
6 following conditions o r e v a i l : 
i ) i ndus t r i e s based on low technology; 
i i ) smal l - sca le and non-s t ra tegic a reas ; 
i i i ) i n e f f i c i e n t and unproductive a reas ; 
iv) areas where p r i v a t e sector had developed suf f ic ien t 
exper t i se and resources; and 
v) areas with low or zero socia l r e s p o n s i b i l i t y o r 
public purposes. 
6. Government of India i Economic survey. Pa r t I , General 
Review, 1991-92/ Planning Obnmisslon, New Delhi , p . 13 
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The s a l i e n t features o£ the new indus tr ia l p o l i c y have 
a lready been diacusseci in the aeoond chapter. However/ a l l 
i n d u s t r i e s where small / medium o r large* belonging to e i t h e r 
p u b l i c , p r i v a t e or co -operat ive s e c t o r s w i l l be encouraged 
to grow and improve t h e i r p a s t performance. 
The present chapter d e a l s with the various p o l i c y 
matters perta in ing to power ( E l e c t r i c i t y ) * f e r t i l i z e r and 
cement i n d u s t r i e s . Though the approach of government to these 
three b a s i c Industries tes been almost the same for t h e i r 
expansive and steady growth but the p o l i c y dec i s ions have been 
tak^i according to the s p e c i f i c industry and i t s own problems 
and future programme for r e s p e c t i v e i n d u s t r i e s . 
I - POWER POLICY 
Although India has mul t ip l i ed e l e c t r i c i t y generation 
s i n c e independence severa l t imes , taking from a meagre 1362 
MW in 1947 to over 66,000 MW in 1990-91. Pressures of a 
developing economy n e c e s s l a t e a considerable s tepping up in 
generat ion e f f o r t to f i l l up the yawing gap between demand 
and a v a i l a b i l i t y of power. The development of the e l e c t r i c i t y 
s e c t o r has been primari ly the r e s p o n s i b i l i t y of the govern-
ment. However, i t la now imperat ive that given the various 
158 
oons t ra in ts« mainly the resource crunch, faced by the Govem-
ment# the p r iva t e sec to r should come out in a major way to 
p a r t i c i p a t e in ge ie ra t ion and d i s t r i b u t i o n of power. The 
idea for a t t r a c t i n g p r i v a t e cap i t a l for investment in the 
power sec tor was f i r s t mooted about three years ago. The 
move failed to generate ^ thus iasm among the p o t e n t i a l inves-
tors as they continued to be haunted by growing doubts about 
7 
the v i a b i l i t y of poss ib le ventures . 
The recent l i b e r a l i z a t i o n of the i n d u s t r i a l and 
economic pol icy coupled with amendment to the Indian s l e c t r l -
c i t y Act/ 1910/ and E l e c t r i c i t y (Supply) Act, 1948, have 
a p p a r ^ t l y created the requ i s i t e climate and envlrcnment for 
investjnent by p r i v a t e companies In power s ec to r . I t has 
ensured an i irpressive response to the Gtovemment's package 
to a t t r a c t p r i v a t e c a p i t a l . The Government has so far 
received appl ica t ion from the p r iva t e companies for creat ing 
about 25,000 MW capaci ty . A r e a l i s t i c assessment in the 
Department of power i s that about 5000 MW addi t iona l capa-
Q 
City may be created In the Eighth Plan. 
7. Devarajan, P. : Power Sector & Resource Crunch, 
Financial Express, 1990, August 18, New Delhi . 
8. Rao, K.V. t Power Scenario in Eighth Plan, Financial 
Bxpress, 1991, February 5, New Delhi , p . 6 
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1) S t a t e E lec t r i c i t y Board Restructuring Pol icy; 
The National Development ODuncil s e t up a oommittee 
on power to examine, i n t e r a l i a , measures to make the SEBS 
v iab l e by recast ing t a r i f f , irtproving eff iciency and cons i -
9 der ing delinking of d i s t r i b u t i o n from generat ion. The 
committee recommended sweeoing changes in the s t r u c t u r e and 
functioning of the S ^ s and recommended that the SSBs should 
be res t ructured into corporate e n t i t i e s under the comoanies 
Act. This would enable the reference of a i l i n g S5Bs to BIFR 
as and when they a t t r ac t ed the provisions of the s i ck 
( i n d u s t r i a l Companies) Act. Hiter. Bhaya Committee Report a lso 
suggested s e t t i n g up of wholly owned subs id ia r ies - one each 
10 for generat ion, transmission and d i s t r i b u t i o n , 
2) Outstanding Dues; 
The outstanding dues payable to the Central Government 
Power Corporation by the s t a t e E l e c t r i c i t y Board stood a t 
Rs. 5,679 crores as of 28 February 1995, The ssBs of U t t a r 
Pradesh, Bihar and Haryana a r e the major d e f a u l t e r s . Tbgether 
they owe Rs, 3,047 crores o r 54 percent of the to t a l outstanding 
dues of Rs. 5,679 crore . Besides these , the SBBs had to pay 
9, Economic In te l l igence Service s I n d i a ' s wergy Sector , 
J u l y 1995, Bombay, p.19 
10. I b i d . , p.20 
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Rs. 2,969 crore to ooal India Limited as o f 28 February 1995. 
The non-payment o f dues by the SfiBs has a f fec ted the internal 
resources of the c ^ i t r a l power corporation adverse ly . NIPC 
tes already adopted a tough posture with Boards to c o l l e c t 
i t s dues o f Rs, 3 ,093 c t o r e from them. The s t eps taken to 
reduce NTPC'S huge a rears from the SEBs are: 
i ) Signing o f Bulk Power Supply Agreement/Power 
Purchase Agreements with Si^s and pursuing for 
ooening o f l e t t e r s of c r e d i t . 
i i ) The NTPC has been permitted to regulate power 
supply from i t s power s t a t i o n s , wherever f e a s i b l e 
i i i ) The SEBs would a l so be charged penal rates for 
drawal of power exceeding the l e t t e r of c r e d i t 
coverage. 
i v ) Recovey o f NTPC's dues through Central ^ p r o p r i a t i o n 
from the Central Plan Assistance of the concerned 
d e f a u l t i n g s t a t e s . 
v) Pol low-up with defaul t ing SEBs to c l e a r t h e i r ou t -
standing dues and to regular ly pay t h e i r current 
b i l l s . 
11. Economic I n t e l l i g e n c e Service : Ind ia ' s Biergy Sec tor , 
J u l y 1995, Bombay, p .20 
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3) Modernization Programmet 
Rennovation and modernization orogrammes should aim a t 
r e s to ra t ion of power o lant performance and enhancement of 
power p l an t performance with new technology. For ext^iding 
the l i f e of the ageing thermal uni t s^ a su i t ab le maintenance 
s t r a t egy has taken by the Central Government include: 
1) Af3option of continuous condition monitoring of the 
v i t a l components of the equipments; 
11) Detailed Inspection of the c r i t i c a l components of 
the uni t s such as high p ressure pa r t s e t c . Spec i f i -
c a l l y for those un i t s which have been in operat ion 
for more than 10 years and replacement of defect ive 
p a r t s i f found in the process ; and 
i l l ) Whenever the p lan t s a r e undergoing rennovation, 
ef for ts should be made to introduce modern sub-
system which were not ava i l ab le e a r l i e r a t the time 
of i n s t a l l a t i o n of the un i t s to enhance t h e i r pe r -
formance. 
4) National power Tariff Boardt 
The CSovemment has decided to set up a National Power 
12. Rao, K.v. , O p . c i t . , p .6 
162 
Tariff Board a t the cent re and Regional Power Tari f f Boards 
in Delhi , Bombay, C&lcutta and Shil long. The tnain functions 
of the National Power Tariff Board wil l be to evolve broad 
pr inc ip les and guidel ines to ensure uniform approach by a l l 
regional boards in the matter of f ixation of T a r i f f s , and to 
work out t a r i f f for i n t e r - s t a t e and in t e r - r eg iona l exchange 
of power. The Regional Power Tariff Boards w i l l evolve 
the specif ic p r i n c i p l e s based on financial and economic fac-
t o r s , and make recommendations to the s t a t e governments con-
cerned for f ixat ion of t a r i f f s for the power supplied by SEES 
and power u t i l i t i e s to d i f fe ren t s e c t o r s . 
5) Gbvemment Pol icy for Independent Power P r o j e c t s ; 
Goveminent of India decided to extend counter guarantee 
to eight of nine i n i t i a l projects c leared. This s t ep was taken 
to i n s t i l confidence among the prospect ive inves to r s on the 
Indian pr iva te power no l icy . Out of these e ight P r o j e c t s , s ix 
projec ts involve investment by US-based companies including 
NRIs and j o i n t venture proposals . The Government has explored 
a l t e rna t ives to counter guarantee. These a r e : 
13. Gtovemment of India : Economic Survey (1995-96), 
Ministry of Finance, New Delhi, pp. 139-40. 
14, I b i d . , p ,140. 
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1) Counter-guarantees a r e to be proceec3ed by an 
in-depth appraisal of the pro jec t proposal by 
Govenmorit of India . 
i i ) The Ministry of Power vgould accord techno-economic 
clearance and c e r t i f y tha t the project i s e s s en t i a l 
and consistant with grid management, the cost pe r 
MW of g ^ e r a t i n g capaci ty i s reasonable and the 
t a r i f f and other parameters comply with no t i f i ed 
Government of India gu ide l ines . 
i l l ) The SSB signs a power purchase Agreement (PPA) with 
the developer. The cost pe r un i t i s fixed, and 
c l ea r ly indicated in the PPA, with adjustments being 
allowed only to the extent of known and agreed 
va r i a t i ons . 
iv) The SEP agrees to open an i r revocable revolving 
l e t t e r of c r ed i t for i t s payment l i a b i l i t i e s of one 
month to the p r i v a t e power company and to maintain 
an sscrow account to which revenues equivalent to 
one month's b i l l i n g of the p r i va t e company wi l l be 
credi ted . 
v) The SSB signs and successfu l ly implements the 
operat ional and Financial Action Plan (OFAP) with 
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vi) The manag«nent of S ^ and s t a t e finances i s prudent 
in the opinion of Govemmeit of I nd i a , Ministry of 
Finance and the Sffi achieves a minimum r a t e of 
re turn of 3 percent in the preceding year . 
Terms and Oonditionst 
i ) The government of India vgould be a secondary 
guarantor , with the respec t ive S t a t e Governments 
being the primary guarantors . 
i i ) The Government of I n d i a ' s guarantee would oover 
capaci ty and energy payment ob l iga t ions of the 
SBBs up to a predetermined annual l i m i t . 
i i i ) In the event of termination of the power 
purchase Agreement (PPA), the Independent Power 
Pro jec t (IPP) would be covered aga ins t foreign 
debt obl igat ions upto an amount not exceeding 
the foreign equity. 
iv) Cbunter guarantee shal l be accomoanied by 
Agreements with the respec t ive S t a t e Governments 
to achieve the agreed performance parameters that 
would be backed by f inancial p e n a l t i e s in the 
event of defaul t , 
v) The guarantee l imi t s would be constrained by 
the annual centra l t ransfers of plan as s i s t ance 
and fixes to the respect ive s t a t e s and such 
t r ans fe r would be pledged aga ins t payment defaul ts 
by the SEB or the S ta te Government. 
vi) The durat ion of the guarantee s t a l l be normally 
l imited to a period of 10 years from the date 
of en t ry into Commercial Serv ice , a f t e r which 
the IPP must re ly on a l t e r n a t i v e s e c u r i t y arrange-
ments. 
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6) Policy Amendments to aicourage Private Sector 
Participation In Power: 
The following are the main sa l ien t features of the 
sch«ne to encourage greater pr ivate sector part icipation In 
15 
e l e c t r i c i t y g^eratlon^ supply and dis tr ibut ion. 
I) The Indian BlectrLcity Act, 1910 and the Electr ic i ty 
Supply Act, 1948 have he&n ameided to bring about a new 
legal/ administrative and financial eivlronraent for the 
private enterprises in the e lec t r i c i ty sector. 
I I ) Private sector can set up coal or gas based thermal 
projects , hy3el projects and wind/solar energy project 
of any size. 
i l l ) Electr ici ty projects with total outlay less than Rs. 25 
crore need not be submitted to the Central Elect r ic i ty 
Authority for concurrence. 
Iv) Licences of longer duration of 30 years in the f i r s t 
Instance and subsequent renewals of 20 years instead of 
20 and lo years respectively as i t was before. 
v) A minimum of 20 perc^it of the total outlay should be 
equity oonponent and debt-equity rat io upto 4x1 permitted. 
15, Economic Intelligence Service s O p . d t . , p . 27 
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vl) customs duty for inport of power equipment including 
machinery for modexmization and rennovation has been 
reduced to 20 percent . 
v i i ) ©ccise duty on a l a rge number of cap i t a l goods and 
instruments in the power sec tor has been reduced to a 
uniform r a t e of 5 percent . 
v i i i ) Upto 16 percent return on the foreign equi ty included 
in the t a r i f f can be provided in the r e spec t ive foreign 
currency, 
ix) A five year tax holiday has been allowed in respect of 
p r o f i t s and gains of new indus t r i a l undertakings se t 
up anywhere in India for e i t h e r generat ion or generation 
and d i s t r i b u t i o n of power. The Five Year tax holiday 
wil l begin from the year of generation of power. 
x) The Foreign Investment Promotion Board cons t i tu ted under 
the Chairmanship of Pr incipal Secre tary to the Prime 
Minister considers a l l cases of foreign investment in 
the country, including those in the power s ec to r . 
x l ) A High Power Board has been cons t i tu ted under the cha i r -
manship of Cabinet Secretary to monitor and provide for 
fas te r c learance of p r i va t e s ec to r power p ro jec t s and 
resolve outstanding issues thereof. 
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x i l ) Las t ly , an Investment Promotion ce l l has been s e t up 
in the Minis t ry of Power to provide information and 
ass i s t ance to prospect ive entrepreneurs in the e l e c t r i -
c i t y sec to r and take timely action for time bound 
clearances of the proposals . 
7) Hydro Power Pol icy : 
The government of India announced a l i b e r a l i z e d ta r i f f 
norm for hydro p r o j e c t s on 12 January 1995. The governments 
a lso c la r i f ied on ce r t a in issues such as earning of r a t e of 
return by the premium raised by the company and i n t e rna l 
resources invested by the exist ing company for s e t t i n g up of 
the p ro j ec t s . Hydro power plants were so far using norms 
fixed for thermal p l ^ t s for ca lcula t ing return on equi ty. 
According to the l a t e s t guidelines announced on 12 January 
1995, return on equi ty for hydro plants wi l l be 16 percent a t 
90 percent a v a i l a b i l i t y . An incentive for b e t t e r performance 
a t 0.7 percent higher re turn on equity for every addi t ional 
percentage increase in a v a i l a b i l i t y over the optimum level of 
90 percent has a l so been included. Further, premium charged 
by the hydro companies on i ssue of equity shares as well as 
16. Economic i n t e l l i g e n c e Service, O p . c l t . , p.29 
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free reserves used for funding the p r o j e c t wil l be treated 
as paid up cap i t a l for determining the 16 percent return on 
equi ty . 
8) P r i v a t e Dis t r ibu t ion Pol icy: 
The po l i cy to i n v i t e p r iva t e sec to r in power includes 
the areas of d i s t r i bu t ion and transmission as wel l . Power 
d i s t r i b u t i o n has already been s t a r t e d by a p r iva te company a t 
Nbida in Ut ta r Pradesh, A couple of proposals in which MOUs 
tes be^i signed to hand over d i s t r i b u t i o n of tvo c i t i e s in 
Orissa to p r i v a t e companies a r e under considerat ion. The 
Bombay-based Bsss i s reportedly nego t ia t ing with Andhra Pradesh 
s t a t e E l e c t r i c i t y Boards for operat ing and managing the d i s t r i -
bution systan in Hyderabad, Secunderabad and mine adjoining 
17 
munic ipa l i t i es for one year. 
9) Pol icy for the Plant Load Factor (PLF); 
The p l an t load factor i s an irrportant indica tor of 
opera t ional eff ic iency i f thermal power p lan ts and every one 
percent improvemeit in national average PLF makes ava i lab le 
an addi t ional 450 MW of ins ta l l ed generat ing capacity. The 
average PLF low capacity u t i l i z a t i o n of thermal power plants 
17. Economic In te l l igence Service , O p . c i t , , p.29 
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o f the SEBs i s l a r g e l y due to d e f i c i e n c i e s in management and 
operat ion , lack o f proper maintenance and n o n - a v a i l a b i l i t y 
of coal of appropriate q u a l i t y . There are wide i n t e r s t a t e 
var ia t ions in the average PLP of thermal p l a n t s . The average 
PLF in the case of Eastern and North Eastern regions continued 
to be much lower than the a l l India average. An a c t i o n plan 
has been drawn up to improve the performance o f the power 
s e c t o r in a phased manner, involv ing short-term, medium-term 
and long-term measures, covering both physical transmission 
and d i s tr ibut ion o f power.^^ Short-term measures inc lude over-
hauls and maintenance (O & M) of b o i l e r s and optimal operation 
o f the regional g r i d s , which w i l l r..ault in s u b s t a n t i a l improve-
ment in the a v a i l a b i l i t y of s t a t i o n s and consequent increases 
in the p lant Load Factor ((PLP). S i g n i f i c a n t improvements in 
the PLP of thermal t^wer s t a t i o n s can be e f f ec ted through 
medium term measures l i k e proper maintenance planning, in the 
long-term, the a v a i l a b i l i t y fac tor o f the o lder thermal power 
p lants can be improved by appropriate rennovation and Moderni-
zation (R & M) programmes. 
lo ) Rural E l e c t r i f i c a t i o n Programme; 
With near ly 85 percent o f India ' s populat ion l i v i n g 
in 5,79 lakh v i l l a g e s in the country, e l e c t r i f i c a t i o n i s one 
18. Government of India : O p . c i t . , pp. 137-8. 
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of the main in fras truc tura l needs o f the rural peop le . A 
v i l l a g e i s o f f i c i a l l y declared as " e l e c t r i f i e d " even i f a 
s i n g l e oonnection i s provided there. For g i v i n g even a s i n g l e 
connection in a v i l l a g e * i t i s necessary to s e t up a t l e a s t 
one 11/22 KV l i n e and one transformer. Up to 31 March 1994, 
about 4.94 lakh o r 85 .3 percent of v i l l a g e s had been e l e c t r i -
f i ed . In 1968-69, when the Rural B l e c t r i f i c a t i o n Corporation 
19 
was s e t up, on ly 12.8 percent of the v i l l a g e s were e l e c t r i f i e d . 
The target for e l e c t r i f i c a t i o n duting 1994-95 was s e t a t 
3,708 v i l l a g e s . During April to December 1994, 1,317 v i l l a g e s 
were e l e c t r i f i e d . The cumulative achievem^it t i l l 31 December 
were 4.96 lakh v i l l a g e s bringing e l e c t r i f i c a t i o n to 85 ,6 percent 
of the v i l l a g e s in the country. The sLghth Five Year Plan 
envisaged e l e c t r i f i c a t i o n of 50,000 v i l l a g e s inc luding 10,000 
20 
v i l l a g e s through non-oonventional sources . 
FERTILIZER POLICY 
The various p o l i c y measures regarding f e r t i l i z e r both 
for farmers who are the users of the product and producers 
who produce f e r t i l i z e r s . F e r t i l i z e r p o l i c i e s conpr i se with 
f e r t i l i z e r p r i c i n g p o l i c y , subsidy p o l i c y on f e r t i l i z e r s . 
19. Bconomic I n t e l l i g e n c e Service : O p . c l t . , p . l l 
20. Government o f India t O p . c i t . , p . 138. 
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d i s t r i b u t i o n p o l i c y and f inanc ia l p o l i c y regarding the f e r t i -
l i z e r s . Al l such p o l i c i e s regarding f e r t i l i z e r s are equa l ly 
inportant for increasing a g r i c u l t u r a l production in general 
and foodgrains in p a r t i c u l a r . Hence/ there are three 
dimensions of f e r t i l i z e r p o l i c i e s - f i r s t i t regards to 
the production/ secondly, i t regards with pric ing and d i s t r i -
bution ( inc luding packaging, handling, transportation and 
warehousing), and th ird ly , i t regards to the consumption / 
u t i l i z a t i o n . 
1) Pr ic ing P o l i c y of Chemical F e r t i l i z e r s ; 
F e r t i l i z e r or ic ing P o l i c y i s a conplicated i s s u e 
involving a f f o r d a b i l i t y o f the farmers, general s t a b i l i t y of 
the industry , foodgrain production and foreign exchange o u t -
flow e t c . The per hectare consumption of f e r t i l i z e r nutr i en t s 
in the country has grown from 34,27 kg in 1981-82 to 72 .4 kg. 
in 1991-92. This i s much below the world standard including 
21 
standards in some of the developed countries of Asia. The 
consumption ra t io of nitrogen in re la t i on to phosphorus was 
2,5 and in re lat ion to phosphatic i t was 6.8 per hectare 
consumption in 1989-90, in Korea was 408 kgs, in sgypt 404 kgs 
22 
and o f the European countries i t was well above 200 kg. 
21 . Economic I n t e l l i g e n c e S e r v i c e : ' F e r t i l i z e r P r i c i n g ' , 
Extract from the Report of the J o i n t Committee on F e r t i -
l i z e r Pr i c ing , Bombay, Nov. 1992/ p.5 
22. I b i d . , p .6 
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Hence* pricing po l i cy of f e r t i l i z e r plays an important role 
in ensuring i t s ava i lab i l i ty to the farmers in the desire 
qual i t i e s . 
The pricing pol icy in relation to f e r t i l i z e r i s neinly 
focussed on the following objectivess 
i ) To provide f er t i l i zers to the farmers at reasonable 
and affordable prices and consequently/ eisure an 
a t trac t ive input-output price ratio; 
i i ) To keep foodgrains prices low and within reach of 
weaker sections of the society; 
i i i ) To build se l f - suf f ic iency in foodgrains prx>duction 
consistent with food security; 
iv) Tto ensure growth of an e f f i c i en t and healthy indi -
genous f e r t i l i z e r industry by allowing fair return 
on investment; 
v) To increase and help maintain employment levels in 
the farm sectors; and 
vi) A uniform and low consumer price for f er t i l i z er s 
throughout the country. 
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The government has been attempting to maintain balance 
aiTiong d iverse and contes t ing i s s u e s from the e a r l i e r days for 
f e r t i l i z e r oonsun^tion by c o n t r o l l i n g i t s price* The consumer 
p r i c e s of f e r t i l i z e r s are f ixed by the Government (Department 
of Agriculture & C3ooperation) under the prov i s ions o f the 
Essent ia l commodities Act« 1955, in order to malce f ^ t i l i z e r s 
a v a i l a b l e to the farmers a t uniform pr ices throughout the 
23 
country. A major s h i f t in p r i c i n g arrangements took p l a c e 
due to Middle I3ast o i l c r i s i s of 1970 and 1973-74. The cos t 
of import urea, rock-phosohate and sulphur increased . 
On the bas i s of Marathe Cbmmittee recommendation in 
1977, Retention Pr ice Sch^ne (RPS) was introduced. An agency 
in the name of F e r t i l i z e r Industry Oor-ordination ODmmittee 
24 (FICC) was created to administer the retent ion p r i c e scheme. 
However, the dilemma o f p r i c i n g has been resolved by the 
Government at two l e v e l s , such a s : 
i ) The consumer p r i c e are fixed based on the af fordable 
capacity o f the farmers under the prov i s ions o f FOD 
and the re tent ion p r i c e s are fixed for the individual 
plants based on the prescribed norms o f e f f i c i e n c y . 
24. Reconstruction of Diverse I n t e r e s t , Business Analyst , 
Journal o f Shriram Gbllege of Oommerce, New D e l h i , J u l y -
December 1991, pp. 20-33. 
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11) The other elements having relevance with pricing 
la the aubaldy payment by the Government on liqported 
as well as Indigenous production. 
The Director of National Qduncll of j^yplled Economic 
Research (NCAER) Informed the committee that only 48 percent 
of the f e r t i l i z e r subsidy can be ascribed as going to the 
farmers. The rest of the subsidy according to him was shared 
by the Fer t i l i z er industry, feed-stock supplying agencies and 
consumers of foodgrains. The basis for arriving at the figure 
of 48 percent of t t e subsidy as going to farmers, was a oont^ari* 
son of domestic the witness said that i t was on the basis of 
f er t i l i zers over a period of nine years. I f one consindered 
the outprice of foodgrains the farmer i s not being net-subsi-
dized. The farmer la being net taxed in respect of output 
front; despi te the subsidy on input p r i c e , his output prices 
are suppressed. He i s paying hidden tax. 
l^to 1966, under the provision of POO the re ta i l -pr ice 
of di f ferent types of f er t i l i z er s were fixed varying from area 
to area depending ixpon local conditions. From mid-sixties a l l 
straight nitrogenous f er t i l i zers were subject to price control 
but the phosphatic f er t i l i zers were brought under price control 
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in 1979 and ssp in 1982. The s tatutor i ly fixed price retained 
almoa t unchanged during 1969 and 1974. The o i l c r i s i s led to 
hike in input costs and Government increased the pr ice of f e r t i -
l i z e r s . But I t i s an unique ooirmodity in India whose pr ice 
reduced over the years. The urea price which was fixed at 
Rs. 2,CXX)/- tonne in 1974 was reduced to te. 1 ,750/- tonne in 
1976. in 1977 i t was Rs. 1,550/ tonne and further came down to 
as lower as Rs. 1,450/tonne by 1979. Similar phenomenon i s 
a lso evident during 1982 and 1986 when the price of the same 
25 
material was reduced from 2350 to Rs. 2,150 per tonne. After 
1986 t;^to 25th July 1991, the consumer price of f e r t i l i z e r s 
remained unchanged though the cost of feedstock and other inputs 
for production and inserted f er t i l i z er s increased. 
The year 1993 began with comfortable supply s i tuat ion . 
Although supplies from CIS was delayed due to congestion in 
^zhny port yet there was adequate ava i lab i l i ty from Middle 
Bast, Indonesia and other suppliers, while India remained an 
ac t ive buyer, the Inport demand of China was extremely low. 
FOB prices of Urea went down from US $ 81 - 145 in January/ 
March 93 to US $ 78 - 135 in April/June 93 and US $ 72 - 125 
25. Fert i l izer s t a t i s t i c s 1990-91 i FAI, Mew Delhi, 
Table II - 1.02 
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during July/Sept. 93 , Similar trend oontLnued in oct/Dec 93 
and pricea ranained a t US $ 77 - 120. There waa no change 
in the pol icy during 1993-94 and f e r t i l i z e r prices under s t a -
tutory control remained unchanged during the year. Ifewver, 
with e f fect from l o t h June 94 Urea price was raised by 20 per-
^ 26 cent. 
2) Fert i l izer Subsidy; 
Fert i l izer subsidy i s not unique for Indian farmers 
and producers. I t i s a pivotal part of the pric ing system 
in almost a l l developing countries l i k e as Bangladesh, Brazil , 
Egypt, Korea, Pakistan and Sri Lanka. The formula of f e r t i l i z e r 
subsidy varies from country to country, depending on the local 
conditions, but there are certain oorrmon object ives . The 
s ignif icant common feature i s that f e r t i l i z e r subsidy i s an 
instrument of s t a t e po l i cy to provide foodgrains at reasonable 
prices to the weaker sections of the soc ie ty and that f e r t i l i -
zer prices are pegged down to levels below the cost of productioi 
to encourage use of f e r t i l i z e r s and bring the product within 
27 
reach of the small and marginal farmers. in other words, i t 
Is a means of reimbursing to the manufacturer the cost of prtj-
duction as per the pattern prescribed in the retention price 
26. Fert i l izer Association of India x Fer t i l i zer News with 
Annual Review, Sept. 1994, New Delhi, pp* l l l -14 . 
27. Bawa, H.S., t Fer t i l i zer Subsidy i who Really Benefits 7, 
PAI Seminar Dec. 4-6, 1989, Fert i l i zer , Agriculture and 
National Economy, FAI , New Delhi, pp. SV/1-6 
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28 
scheme. Fert i l i zer subsidy i s the roost infjortant for the 
fanners. If they are not provided with f e r t i l i z e r s at afford-
able prices then within their capacity to transfer on the cx>st 
of the f e r t i l i z e r s to the consumers. Generally^ a large number 
of these consumers« they are below the poverty line« would not 
be able to ajEford the price. In other way, i f the price of 
f e r t i l i z e r s shows the higher cost of production, spec ia l ly the 
(narginal fazniers would not be able to purchase at this pr ice . 
Thus i t would re s t r i c t the production of food grains xx>t using 
the f e r t i l i z e r s in adequate. The f e r t i l i z e r s price needs to 
be forced, so , that such class of small and marginal fanners 
would encouraged to be the greater amount of these f e r t i l i z e r s . 
The fanners and f e r t i l i z e r producers stand to gain by the 
system. Subsidy on f e r t i l i z e r was given for the f i r s t time in 
India in 1973-74 on imported f e r t i l i z e r s on account of their 
s teeply r is ing costs in the wake of world o i l c r i s i s and f e r t i -
l i z e r subsidy on indigenously produced i s worked out under the 
RPS introduced in 1977 on the recommendation of the Karathe 
29 Qomnittee. 
Fert i l i zer subsidy i s the difference between the net 
real izat ion from the customer and the retention price fixed 
28. Bawa, H.S., Op.c i t . , pp .sv /1-6 . 
29. Qi la t i , A., Kalra, G,D,t Fer t i l i z er Subsidy t Issues Related 
to Equity and Efficiency^ Economic and Po l i t i ca l Weekly, 
March 28th 1992# Bombay, P . A - 4 3 
subsidies are paid f i r s t l y on Imported f e r t i l i z e r s , secondly* 
on Indeg^aous f e r t i l i z e r and thirdly meant for Inland freight 
commonly known as equated freight subsidy scheme. Some entre-
preneurs perceive that prof i tab i l i ty , unlike other Industries 
Is guaranteed by the ODvemment in f e r t i l i z e r Industry. That 
Is the real catch In f e r t i l i z e r subsidy. Fer t i l i zer subsidy 
increased on both Imported and domestic f e r t i l i z e r i . e . from 
31 Is. 5,050 (m.) in 1980-81 to 50,000 (ra.) in 1992-93. 
3) Retention Price Scheme (RPS): 
Retention Price Scheme or fixed unit-wise in order to 
protect the in teres t of the manufacturers by assuring them a 
reasonable return (12 percent post-tax on net worth). The 
difference between the retention pr ice , and the net realization 
by a manufacturing unit with reference to r e t a i l price by the 
Government, i s paid as subsidy under the Retention price-cum-
subsidy Scheme. 
The RPS i n i t i a l l y £ixefi on the basis of reoomnendation 
of the f e r t i l i z e r Pricing Cbcnnlttee (Marathe Obnmlttee). in 
30. Narayan, pratap s Who Benefits from Fert i l i zer Subsidy, 
Fert i l i zer iMarketlng News, FAZ« Dec. 1991, New Del hi,pp. 1-9 
31. For de ta i l s sees Fert i l izer S t a t i s t i c s - 1992-93, FXE, 
New Delhi. 
179 
subsequent pricing periods^ the t9 have been fixed af ter gett ing 
the data £iDm the f e r t i l i z e r un i t s . If there i s any esca lat ion/ 
de-escalation in price of any i i^u t during the currency of the 
pric ing period, the HP are revised with the approval of the 
f e r t i l i z e r coordination Gbmnittee (FICC). The norms of oonausp-
tion and capacity u t i l i za t ion are e f fec t ive for the duration 
of the pricing period i . e . three years. 
Retention price for nitrogenous and phosphatic f e r t i l i -
zers i s fixed product-wise and plant-wise. I t takes into 
account the cost of variable Inputs« conversion oost« s e l l i n g 
expenses and capital related charges. V a^rieUole cost includes 
the cost of feedstock, u t i l i t i e s , such as , water, e l e c t r i c i t y 
and steam and packing material. Conversion cost cons is ts of 
sa lary and wages, contract labour, chemicals and consumables, 
repairs and maintenance, cata lysts and overheads, capital 
related charges consists of return on networth (networth « 
equity + free reserves)/ in teres t on borrowed funds and depre-
d a t i o n on fixed as se t s . 
In addition to retention pr i ce subsidy, freigh subsidy 
i s paid to indigenous f e r t i l i z e r s units to ver the cost of 
movement of f er t i l i zers from production points to constuqption 
points (except In case of SSP) under the equated freight sch«ne. 
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As regards ssp, s ince I t i s poss ible to f ix industry-
wise oonsunptlon norms for the basic raw-materials v i z . rock 
phosphate and sulphur, there are unifexm for ^he entire indus-
try (with the s o l e exception of PPCL which uses pyrites 
instead of surphur to obtain sulphuric ac id ) , in respect of 
SSP units the cost of production i s divided Into variable cost 
and fixed charges. Fixed charges are reviewed once In two 
years on the basis of the units data cert i f ied by a chartered 
Accountant. The variable cost reviewed on a quarterly basis« 
for which the units are send cert i f ied data. 
The fanner's price of f e r t i l i z e r la g^ieral ly lower 
than the cost of production. Obviously, the Govemmant has 
to condensate the industry in the form of subsidy. So, on the 
basis of Mara the Obmnlttee reooromendations the Government fixes 
the product-wise and plant-wise retention pr ice since October, 
1977 for nitrogenous and from February 1979 for phosphatlc 
f e r t i l i z e r s . Retention price i s in recognition that the se l l ing 
price of f e r t i l i z e r s cannot be related to the coat of Production 
nor i t can be l e f t to be determined by the supply and demand 
forces. 
The retention price for different plants were based on 
12 percent post- tax return on networth at 80 percent capacity 
32. Narayan, Pratap t Fert i l i zer Marketing, Distribution and 
Subeldles In India, Fert i l i zer Marketing Ne%#8, FAI, New 
Delhi, Fab.1992, pp.1-7 
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Ut i l izat ion and oonsunption norms of raw-material« inputs 
u t i l i z e and other maintenance e t c . The RPS i s a double edged 
weapon as i t gives incentive to the units to irtprove their 
p r o f i t a b i l i t y by seeking to work better than the norms whereas 
the units which are ine f f i c i en t and consequently unable to come 
upto the prescribed norms are not only denied the allowed 
return but may also incur losses depending on the short fa l l in 
33 the actual operating performance and the norms. The retention 
price norms was revised in i ^ r i l 1988 taking into account the 
capacity u t i l i za t ion and depreciation. The norms s e t were as 
follows s 
1) The l i f e of f e r t i l i z e r plants which have gone on 
stream in 1982 and thereafter would be 15 years 
for the purpose of calculation of retention price; 
11) The capacity u t i l i z a t i o n nome were changed from 
f la t 80 percent to varying degrees based on the 
operation period of the plants and feedstock used. 
The capacity u t i l i z a t i o n of ammonia and urea would 
be worked out on the basis of 330 streams days with 
the exception of Goraktpur unit whose working days 
would be 300 to to Increased upto 330 days after 
rehablliatlon.^* 
33. Gupta, U., J O p . d t . , pp«11.18 
34. Public Enterprise Survey 1989-90s Departm^t of public 
Enterprise, Ministry of Progranine Inplementation, Govt, 
of India, New Delhi, V b l . l , pp.l08-o9. 
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111) The depreciation charge to be 4.75 percent based 
on 20 years estimate of plants* l i £ e . Later the 
Government appreciated the d^rec ia t ion rate upto 
6.5 percent spread over 15 years in.place of 20 
35 years. 
The ex-factory retention prices are administered by 
PICC on three years cycl ical bas is . An evaluation c lar i f i e s 
that pricing mechanism in the l a s t half decade has ensured 
growth in Inv^tment* instal led capacity, capacity u t i l i za t ion / 
production and consunption of f e r t i l i z e r s and prof i tab i l i ty 
of the uni t s . 
4) Distribution Policy of Fert i l izer: 
Chemical f e r t i l i z e r i s a bulk commodity.lt i s produced 
throughout the year in industries at d i f ferent places in the 
country where the oonsun^jtion take place on seasonal basis on 
a much wider in rural areas covering 5.57 lakh v i l l ages . To 
secure that f e r t i l i z e r s are available to the farmers in desire 
quantity a t the right time. Channels are designed and physical 
distribution i s manageiS. These are as fol lows: 
35. OevaraJaH/ P. s Fert i l i zer Subsidy Payment a t Ss.2000 czorea, 
Financial Express, New Delhi, 12 February 1990. 
36. Mittal , O.K. « Op.c i t . , pp.20-33. 
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Ar Distribution channel of FertiLllzera; 
The Industry I s using the established channel for 
f e r t i l i z e r distribution and the ln|>orted non-potasslc f er t i l i z er s 
are handled by pool handling a g ^ d e s which are distr ibut ing 
them through Inst i tut ional agencies« mainly cooperative soc i e -
t i e s and private dealers . As per the pol icy of the Oovemment 
that 50 percofit of the a l locat ions to the cocnpanles are to be 
distributed through Inst i tut ional agencies and the balance 
37 through trade. The inported potassic f e r t i l i z e r s are handled 
by IPL which also uses the cooperative soc ie t ies and the private 
d is tr ibut ion . Mult l - t lre , multi-channels are adopted by the 
coR^nles In making product available tx> the fanners. Similar-
l y , the f e r t i l i z e r dealers a lso adopt multi-brand approach to 
dealership. A dealership survey In 1981-82 Indicated that 72 
percent of the dealers were handling f er t i l i z er s of 6 to 10 
aoii^>anles where 23 percent were operating the business of 11-15 
38 
companies. 
Dealers are in constant touch with the farmers and I t 
ia they who actually s e l l the product ao the companies take 
due care and attention In se lect ion training^ and motivation 
of the re ta i l dealers. While se lect ing dealers, financial 
^7. Singh, Harbhajan i Fer t i l i z er Distribution Syst«n - A Critical 
Analysis, Fert i l i zer News, FAI , Mew Delhi, Aug. 1990,pp.39-45. 
38. Gupta, U.C. t Inpact o f Credit on Fert i l izers consumption, FAI, 
Mew Delhi, 1986, p.158. 
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8oundneaa« experl«)ce« knowledge of the product and PO), a b i l i t y 
to aonmunlcate* l o c a l standing l o c a t i o n o f the s a l e s po int e t c . 
39 
are a s s e s s e d . They are assigned the resx>on8ibility of s e l l i n g , 
40 
s a l e s promotion, stockholding and secondary transportat ion. 
The coinjanles take s p e c i a l care in t h e i r training* on s a l e s 
s k i l l , oonmunication s k i l l and technica l s k i l l . A part from 
that the coi!^>any s a l e s - persons u s u a l l y v i s i t the o u t l e t s to 
s o l v e t h e i r bus iness problems and mot ivate them for greater 
s e l l i n g e f f o r t . The number of dea lers in 1990 more than 2.3 
lakh dealers were operating in the market which has increased 
41 by 98 percent during the l a s t ten years . 
The increase in dealers in recent period has been due 
to e l iminat ion of l i c e n s i n g of f e r t i l i z e r o u t l e t s by s i n p l e 
r e g i s t r a t i o n , 66 percent of the total r e t a i l o u t l e t s are with 
the p r i v a t e d e a l e r s which were 56 percent in 1980. During the 
period oo-operat lve s o c i e t i e s ro l e has weakened in f e r t i l i z e r 
d i s t r i b u t i o n . The dea lers margin were a l s o fixed by the 
Gbvemment from time to time. Presen t ly i t i s Rs. 150 per tonne 
for the apex body and Rs, 130 for co -opera t ive s o c i e t i e s and 
42 pr ivate traders . Prom time to time the m^cgin have been 
39. S ir ldharan, J.& Kharbanda, S.C. t Role of Dealers in F e r t i -
l i z e r Marketing, F e r t i l i z e r News, PAI,New Delhi,Aug. 1987, 
p p . 5 9 - 6 1 . 
40. Menon, K.N.N.t Dealer Development and Motivation, F e r t i l i z e r 
News, PAI, New De lh i , Aug. 1988, pp«33-35. 
41. F e r t i l i z e r A a s o d a t l o a of Indiat F e r t i l i z e r s t a t i s t i c s 
1990-91, New De lh i , Table No.5-lO. 
42. J o s h l , L. t F e r t i l i z e r Marketing and promotion. A r t i c l e 
presented In Executive Development Programme, PCI , inat l tu te 
of Management Development, New D e l h i , 1989, p .3 
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studiefd by cxxmdttees l i k e slvaraman Cbfniilttee# Quraishi 
Obnmlttee and PDIL/PICC. 
B) The Physical Dlatribution of Fert i l i zer 
Obnoriaee four imx>rtant aapecta: 
The physical distr ibution of f e r t i l i z e r oofln>riaeB 
four iB^rtant aapecta« packaging/ handling* transx}ortation 
and ware-housing. 
i ) packaqinqt To tandle 270 lakh tonnea of 
f e r t i l i z e r materlala and 540 mill ion baga of 50 kg each ia 
required aa f e r t i l i z e r packing ia moatly done in So kg net 
wefght but some con|>aniea have tried to aupply sroailer baga of 
40 and 25 kg in dryland and h i l l y areas where the f e r t i l i z e r 
oonaunption ia very low. To cater the requirements of amall 
farmers the amall baga of 10 * 20, 30 kgs can also be uaed. But 
thia wi l l Increase the packing and handling cost . Jute bags 
have be^i common in the past but being a natural fibre i t 
s ens i t ive to fungs and micro-organism* atmospheric degradation 
result ing in yellowing of the fabric and ultimate strength of 
the material particularly when exposed to moisture and l i g h t . 
Due to these disadvantages HDPE baga were introduced in 
1974 which waa reaiated by the workera aa the baga were 
43. Thomaa* T.T. t Recaating the Preaent Dlatribution Syat^n, 
Fert i l izer Newa* FAX* New Delhi* pp.29-32. 
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slippery. From 1980, the industry started to use FDPs bags 
at a large sca l e and for i t s better protection of content 
against hugros capacity/ high value and variecl after use 
44 
services , acceptabi l i ty among customers increased. But i t s 
use has been restricted under the ju te packaging order in 1988 
by the Ministry of Text i les , Oovemment of India to protect 
the decaying Jute industry and the manufacturers are directed 
45 to use Jute bags for packing Urea, As per the FOO manufac-
turers have to conply with the requirements of pa eking/marketing, 
bag s i z e e t c . The name of product/ percentage of nutrient 
content/ date of manufacturer, name and address of manufacturer 
are to be printed on the bags. 
i i ) Handling: The mode of transport adopted 
di f ferent iate the handling requirements of f e r t i l i z e r s . I t 
has been estimated that under normal conditions a bag has to 
face the hardship of a t l eas t 15 handling in transporting f e r t i -
46 l i zers by ra i l from industry to the farmers. The bags are 
made study to bear the shocks. Mechanized and semi-mechanized 
47 
handling, loose movement, f l ex ib le nylon bags, big containers, 
bulk handling and pe l le t izat ion are some alternative measures 
48 
suggested for handling f e r t i l i z e r s . 
44. Narayan, P.V. (Packaging of Fer t i l i zers /Fer t i l i zer NewS/FAI/ 
Mew Delhi/ Aug. 1986/ pp.37-41 
45. Panday/S.N.& Vaswani/L.K.tFertilizer Marketing Obnstraints in 
the Ninet ies , Fert i l izer Mews, FM,H.Del hi , Aug. 1990,pp. 15-22. 
46. Chandra,SarveB hi Packaging & Handling in Boosting Fert i l i zer 
Oonsunption,Fertilizer News,FAI,Mew Delhi^Aug. 1987,pp.43-46. 
47. LaxminarayananiS.{Transportation Constraints in Fert i l i zer 
Ois tr ibution, Fert i l izer News, FAJ ,N.Delhi ,Sept. 1991 /pp. 19-25 
48. Chauhen,K.K.S.SChallenges of Logist ic in Seventh Plan Need 
for Integrated Transportation System/Fertil izer News, FAI/ 
New Delhi/ Aug. 1986/ pp. 11-17. 
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i l l ) Tranaportatlon; Transportation ia an integral 
part of any product output and distr ibution system to provide 
means of serving the consumers in the market. I t i s one of 
the c r i t i c a l areas which i s d i rec t ly related to the f e r t i l i z e r 
use. The main three common modes of transportation available 
in the country, are, road, rai l and water. The 'SCA allocation 
have their impact on transportation as considerations are r.ade 
to reuuce cr iss -cross movement of s imilar f e r t i l i z e r , movanent 
through d i f f i c u l t ra i l sections and breakage of g^age should 
49 be avoided and lead time should be reduced. More than 99 
percent of the f e r t i l i z e r s are transported by railways and 
roadways euid a very nominal amount by water. Fert i l izer can 
be off-loaded a t more than 7,000 rail%#ay stations but after a 
decision of fu l l rake load on centre to centre uasis , the 
number of stat ions declared suitable has come down up to 400. 
out of 372 broad guage rake points , 35 locations of high f e r t i -
l i z e r oonsunption area of s ix northern s tates have been ident i -
fied as "nodal points" to equip them with the covered railway 
sidings, mechanized, handling, buffer stocking, circulatican 
track loading e tc . ^ 
But there i s acute shortage of covered wagon and 3o,000 
wagons per year for 5 years are required to transport f er t i l i z ers . 
49. Mahapatra, shanti: Need For Rationalization Fert i l izer 
Diatributicn Plan, Fert i l izer News,Fxr#N.Delhi,Aug. 1987, 
pp. 17-20. 
50. Narain, Shan t i t Integrated Transport infrastructure For 
Fert i l i zer Indus try. Fert i l izer News, Fxr,New Oelhl,Sept.l991 
pp. 15-18. 
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But there la acute shortage of oovered wagon and 
30,000 wagons per year for 5 years are required to trans-
port f e r t i l i z e r s . A train loa3 carries 2200 tonnes of f e r t i -
l i z e r materials. Purthemore, the average load has reduced 
from 1100 km in 1980-81 to 972 km in 1990-91 for f e r t i l i z e r s 
other than urea. The urea lead has reduced upto 246 km in 
52 1989-90 from 800 km in 1980-81. 
The roadways are gaining more share due to secondary 
movement from rai l points to block headquarters, over and 
above than they are cheaper for shorter distance, take mini-
mum transit time, minimum handling loss and minimized prob-
53 leroe of claims though they carry low volume of f e r t i l i z e r s . 
The Govemmoit subsidies the industries under equated freight 
subsidy scheme for the transportation cost from industry upto 
block headquarters in respect of urea, Dfp and oonplex f e r t i -
54 l i zers and upto rail head/field godowns for others, 
iv) warehousing; Since production i s a flow variable 
and i t takes place throughout the year, in the other hand the 
consun^tion i s reasonably made by farmers who by them Just a 
51. Subramanian, T.A.» Fert i l i zer Transportation - An overview. 
Fert i l izer News, PAI , New Delhi, Sept. 1991, pp. 11-14. 
52. Chakarbarty, Sovans Logistic For Fert i l i zer Distribution, 
Fert i l izer Marketing News, FAI, New Delhi, Feb. 1992,pp. 19-21. 
53. Department of Fert i l izerst Ministry of Chemicals & Fert i l izers 
Govt.of India,New Delhi, Annual Report, 1990-91, p.32 
54. Gupta, R.C.I System Approach to Rationalization of Transporta-
tion, Fert i l i zer News, FAX, New Delhi, Sept. 1991, pp.35-41. 
189 
few days ear l ier their application to the conaunptlon. I t 
tas d e f i n i t e l y enhanced the necess i ty to build ware-house 
for the f e r t i l i z e r s . In addition to that some of the chemi-
cal f e r t i l i z e r s are hygroscopic. Some acidic and few explo-
s ive in nature and their texture and oo»H)osition are to be 
maintained requiring additional protection under ideal storage 
conditions. The storage capacity a t the plant s i l o s . Being 
only to the extent of 4-6 weeks of production, i t i s essential 
to move throughout the year and s tore them at stane other 
places. 
The public sector organization - central warehousing 
corporation (CWC) and state Warehousing Corporation (SWC) in 
addition to the co-operative s o c i e t i e s are providing ware-
housing and handling f a c i l i t i e s of f e r t i l i z e r s . Private go-
downs are a l so available but at a l imited sca le . The ware-
housing cap>acity available Is of 28o lakh tonnes. They are 
located a t different centres are hired by the f e r t i l i z e r indus-
tr i e s . I t has been estimated that to s tore one tonne of 
f e r t i l i z e r s in a bag of 5o kg. requires a carpet area of 
0.51 sq.metre x 4.8 metre storage height. 30 percent of the 
space i s consumed in providing free passage for tendling 
56 purposes. 
55. Ojpta, R.C. » Op.cit. , pp.35-41 
56. Tbndon, H.L.S.& Nara^nt Fert i l i zers in Indian Agriculture 
(Past, Present and Future) (1950-20OO),Fertilizer Deve-
lopment and Oonsultation Organization, Mew Delhi, 1990, 
p . 66. 
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5) Financial Policy of tlie Fert i l izer and inducemeat 
to the Farmers t 
Financial po l icy play a greater role in needs to 
achieve maximum quantity of f e r t i l i z e r s consumption to the 
small and marginal farmers. They are having of 75 percent 
of the total holdings have limited investment a b i l i t y to 
adoption of modem technology spec ia l ly use of f e r t i l i z e r s . 
I t has also inportance to increase in inventory holding with 
manufacturers. There are three most important viay to f a c i l i -
tate to the manufacturers and peasant farmers. These are as 
following , l ike credit by the banks, crop insurance and Lead 
Fert i l i zer supplier. 
i ) cash Credit! The problem of cash credit manage-
ment did not pose any serious threat to production during 
1983-84 due to s ignif icant dec l ine in the inventory with manu-
facturers. This does not/ however, reftise the need for 
revision in the Tondon Gbnvnittee norms for inventories and 
receivables. Along range review of f e r t i l i z e r marketing 
scene would reveal that both inventory commitments as a l so 
the funds locked up on account of receivable have gone up 
substant ia l ly In recent years. As a result , norms which were 
fixed about a decade ago are no longer valid today. The R.B.I, 
has s e t up a special sub-committee to review the norms for 
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57 the f e r t i l i z e r Industry. vt&n as the leve l of inventories 
continued to mount in the overall situation to overload, the 
Incipient, l i q u i d i t y problems got compounded because of non-
avai labi l i ty of insuf f ic ient cash credit accomodation from 
t te banking system, in the f i r s t Instance, the intzodinate 
delay in not i f icat ion of the revised norms for working capi-
tal finance for the f e r t i l i z e r industry which were enforced 
w.e.f . 26th Nov. 1986, denied the industry the much needed 
re l ie f for more than one year, the revised norms having been 
approved by the R.B.I, way back in August 1985, Secondly, 
even adtoc cash cred i t acooroodation necessiate by the unpre-
cedented increase in the inventories was not forthcoming in 
requisite measures despi te appreciation by the R.B.I, of need 
£or the same in the developing extra-ordinary s i tuat ion . In 
fact, a high leve l meeting taken by the Deputy Governor, 
R.B.I. on 8th June 1987 has failed to produce anything 
concrete interroa of additional adhoc cash credit to f e r t i l i z e r 
units which are even struggling to sustain production for 
- ^ 58 
want of adequate cash generation. 
11) Crop Insurance: The crop insurance scheme was 
introduced In Kharlf 1985 with a view to provide financial 
support to the farmers in the event of crop f a l l Are due to 
57. Fert i l izer Association of indiatAnnual Review of Fert i l i zer 
Gonsun^tlon and Production, 1993-94,New Delhi , p.96 
58. Fert i l izer Association of IndiatAnnual Review of Fert i l izer QonsuR|)tlon and Production, 1986-87,New Delhi , p.99 
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unforeseen circumstances , l i k e £lood and drought. I t Is a l so 
provided the c r e d i t e l i g i b i l i t y to the fanners in the event 
o£ crop f a i l u r e for the next crop seas(»i. The scheme cover 
wheat, p u l s e s / r i c e , o i l s e e d s , m i l l e t s , f r u i t crc^s axxS cotton 
were covered under the scheme. However, the introduction of 
the scheme the weather has been e r r a t i c , oonsequently, the 
claims are s t a t e d to teve far exceeded the premium c o l l e c t e d . 
In iCharlf 1987, which witnessed the worst drought, the claims 
were reported to t^ve been near ly 3o times the premium c o l l e c -
ted. The Gtovemment i s reported to have temporarily suspended 
59 
the scheme for Kharlf 1988 pending review o f the scheme. 
As a g a i n s t the i n i t i a l coverage o f 2.33 m i l l i o n farmers 
and 4,18 m i l l i o n hectares during Kharlf 1985, the coveraged 
increased to 3 .77 m i l l i o n farmers and 7 . 4 m i l l i o n hectares 
during Kharlf 1986 r e g i s t e r i n g a growth ra te of 62 percent 
in terms of number o f farmers and 77 percent in terms of 
coverage of add i t iona l land. The sum insured for various 
crops during Kharlf 1986 increased to Rs. 828 crore from Rs.540 
crores during 1985. Likewise, premium income increased frx>m 
Rs. 9 .3 crore during 1985 to Rs. 14.5 crore in Kharlf 1986 has 
59, F e r t i l i z e r ^ s o d a t i o n of India: Annual Review of 
F e r t i l i z e r Gbnsumption and Production, 1987-88, New Delhi pp.100-104 
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increased In a l l respects and there I s b e t t e r a c c e p t a b i l i t y 
60 
o£ the scheme. According to es t imates a v a i l a b l e a t present 
the claim in respect of Kharif 1986 crops may amount o£ near ly 
Rs. 120 crore because o£ the crops having been af fected both 
by f loods as in Andhra Pradesh and West Bengal and by drought 
in s t a t e l i k e Gujarat/ Karnata)(a« Maharashtra and Rajsthan 
with Andhra Pradesh being the top claimants followed by the 
s t a t e s l i k e U . p . , Kamataka# M.P.« o r l s s a and Kerala. After 
thiS/ Government again had recommended some changes in the 
scheme which a f fec ted from 1987. I t had been decided 3 
indemnifiable l i m i t s v i z . 80 percent , 85 percent and 90 p e r -
cent depending on the norming average o f the l a s t three years 
61 y i e l d . Another recommend a t ions accepted by the Government 
provides that the s t a t e Government w i l l have the freedom to 
opt for the scheme with reference to the d i s t r i c t s as a uni t 
which would« however, not be allowed to change for a period 
Of three years from Kharif 1987. Based on the suggest ions 
received from some of the s t a t e s , i t I s l i k e l y to that sugar-
cane and potato crops may a l s o be included under the scheme 
in due course . 
60. Annual Review of F e r t i l i z e r Oonsunption and Production, 
1987, O p . c i t . , p . 101. 
61 . Annual Review of F e r t i l i z e r Oonsunption and Production, 
1986-87, O p . c i t . , p . 101. 
62 . I b i d . , p . 106 
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111) Lead Fert i l izer Supplier (LFS); The lead 
f e r t i l i z e r supplier waa introduced in the zonal c»nference 
63 for Rabl 1986-87 when the s ta te s were requested to f i n a l i z e 
nainee of various Lis in consultation with the f e r t i l i z e r 
manufacturers for each d i s t r i c t and s ta te . According to this 
scheme the LFS are entrusted with the following functions: 
a) Assessment of requirement for the d i s t r i c t for 
each season; 
b) Ooapllation of s t a t i s t i c s particularly of conaunp-
tlon and stocks; 
c) Training of dealers and farmers; 
d) Fert i l izer promotion a c t i v i t i e s especial ly in rain-
fed and other d i f f i c u l t areas; 
e) Opening of additional out le t s in ralnfed areas. 
But LFS scheme did not make much headway during 1986-87. 
Thus* more effect ive steps have now been taken to lirplement 
the scheme in the right earnest. The concept in i t s e l f i s 
good and i t i s expected that ult imately this wi l l help in 
bringing desired iii|)rovement in oonpiling data of f e r t i l i z e r 
oonsunption and also in making more r e a l i s t i c demand assessment. 
63, Annual Review Fert i l izer Gbnsunption and Production^ 
1986-87, O p . d t . , p . 106 
64. I b i d . , p . 106. 
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During 1987-88« the LFS a t the s t a t e and the d i s t r i c t s l e v e l 
were i d e n t i f i e d by the s t a t e Governments In consul ta t ion with 
the f e r t i l i z e r manufacturers and assoc ia ted them in inplemen-
t ing the obJectiveB o£ the concepts . LFS have been requested 
to prepare deta i l ed act ion plan and chalkout s t r a t e g y for 
increased f e r t i l i z e r consumption for each d i s t r i c t for the 
nex t f i v e years in co l laborat ion with the S ta te Oovemment 
func t ionar i e s . 
The f e r t i l i z e r p o l i c y i s multi-dimensional and having 
mainly three o b j e c t i v e s , namely, ra i s ing production o f i n d i -
genous f e r t i l i z e r s , inproving the supply condit ions and 
encouraging the fanners to use the larger amount for r a i s i n g 
the product iv i ty and the production of agr icu l tura l commodity 
s p e c i a l l y of the foodgrains in the country. 
POLICY FOR CgdgIT INDUSTRY: 
To put the cement industry on the rapid growth p>ath, 
a c t i o n have taken a t d i f f e r ^ t l e v e l s of the government, 
f inanc ia l i n s t i t u t i o n s , e t c , Gbvemment of India has introduced 
p o l i c y for the development o f cement industry as from contro l 
to decontrol or free market, re laxat ion in e x c i s e duty , moderni-
za t ion o f technology and a l s o provide someother i n c e n t i v e s . 
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1) Pol icy of control to Decontrol of Cement: 
After Indepscience cem&it was control by the govern-
ment of India. I t was a scarce commodity and to get a small 
quantity one had to run about a lo t ,go through a various hassles 
and often pay through one's nose. The shortage of cement vos 
due to the sluggish growth of the industry, and the rigid 
price and distribution controls . Then government was announced 
r e l i e f package for the cement industry in the fbtm of reduction 
in excise duty on cem&it produced by using captive power which 
65 
was invariably more expensive than the grid power. The 
introduction of the pol icy of part ia l decontrol in 1982 trans-
formed the scene. In the eagerness to take advantage of the 
r is ing demand for cement arising out of the rapid indus tr ia l i -
zation, large addition to capacity were made and by 1988-89, 
the scenario underwent seachange* I t was in March 1989 that 
the government decontrolled cem^t which marked i t s entry into 
the free market. The crux of the industry's argument against 
control a l l along was that controls covered only the prices 
and distribution of only cem^it and not of those of the inputs. 
The industry was quick to respond to the government's move of 
partial decontrol in 1982 and doubled i t s capacity from 29 
65. Maloo, D.P.J Relief Por Cement industry, the Bconomic 
Times, 13 July, 1989, New Delhi, p.5 
66. Chakravarty, S.M.: Cement : Base for Economic Growth, 
The Economic Times, 24the March, 1989, Mew Del hi,p.XI. 
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million tonnes to 61 million tonnes in just 8 years, in 
fact the capacity was created with such zeal that a large 
surplus emergecl, in the market, leading to cut-throat competi-
tion and negative return to industry from 3 years in a row 
from 1987-88 to 1989-90. The market demand during 1987-88 
was 36 million tonnes* whereas production reached 38 million 
tonnes, leaving a surplus of 2 million tonnes of cement. The 
government fixed target of 46.5 million tonnes production for 
the large cement sector and an overall target of 49 million 
67 
tonnes for the industry as a whole for 1990-91. Now current-
l y cement industry u t i l i zed i t s capacity on the l eve l of 82 
percent. I t i s only due to free market po l i cy for cement 
industry and i t was delicensed in 1991. 
2) Price and Excise Duty« 
The cement industry which performed so well in the past 
few years also seems to have fared badly in the current year 
so far. In fact af ter a recond production of 4,35 million 
tonnes in March 1990 there tes been almost steady decl ine in 
monthly productioi in the recent two years. Oomplete decontrol 
of the c^nent industry oame at a time when there was considera-
ble supply overhang in the market and the country was facing 
67. Chakravarty, S.M.: Cement Industry - Outlook for 90*s, 
Financial Express, 4th July 1990, New Delhi , p.5 
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a glut in cement Exports at this juncture were not possible 
mainly because the price di f ferent ial between domestic and 
68 foreigi markets was substantial. 
Nbtwithstanding these factors cement prices played a 
v o l a t i l e trend during 1987-90. The pr ice of FOR levy cement 
which was Rs. 847.6 per tonpes in 1987 soared to Rs. 916.6 per 
tonne in 1989. At the retai l level prices rose from Rs. 62-65 
per 50 kg/bag in July 1989 to 8s, 92-95 per bag in September 
1990. in the current year (1995-96) the price of cement i s 
Ks. 135- 145 per bag. The price of cement i s different in the 
different part of the country due to transportation cost . 
Excise duty i s a spec i f ic duty/ i t works out to 20 percent on 
the cost of naked cem^it. In addition there are s ta te lev ies 
such as sa les tax, octroi etc. Therefore incidence of indirect 
tax i t s e l f i s a whopping 34-35 percent* dependingon location 
(state) and the individual units , in the l a s t 8 years, excise 
on cefr.ent has gone up by 200 percent from Rs. 71 to Rs, 225 per 
tonne. The total excise col lect ion has gone up from Rs.l69 
ciore to Rs. 938 crore in the same period. The excise oo l lec-
69 tion for 1990-91 i s estimated at Rs. 1050 crore. Government 
68. Kapur, A.L. J Growth Prospects reasonably Good* The 
Economic Times, 29th March 1990, New Delhi/ p,14. 
69, Bose Roy/ Shoma : Steel and Cement bott loiecks. The 
Economic Times/ 15th November, 1990, New Delhi. 
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tea given relaxation a 50 percent excise re l i e f to new cement 
units coining up in the Eighth Plan are also proposed to be 
covered under the proposal. This i s being done to at tract 
fresh investingts in the cement sectors which the government 
fee ls wi l l otherwise not come due to prevailing low prices 
and high capital ization costs . The proposed envisages reduc-
tion of excise duty to Rs. 145 per tonne/ from the Rs. 290 per 
tonne at presents for a l l units which create fresh capacities 
in the Eighth Plan either by set t ing up the new units or by 
way of esqpansions. 
3) Govemmait Policy for Modemizationt 
Modernization provides the key to the problem of tech-
nology obsolescence in the industry that productivity increases^ 
quality improves and the cost of inputs i s reduced to the maxi-
mum extent possible. The Government's pol icy lays much empha-
s i s on modernization and upgradation of technology. The 
modernization programme of cement industry conversion from wet 
to dry process; introduction of advance technology in the areas 
of querry operations, material handling crushing and grinding 
e t c . , instal lat ion of pollution control, equipment control , 
equipments increasing productivity by modem process control 
and instrumentation. The industry has drawn up conprehensive 
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Riodemlzatloa and expansion programmea, involving a massive 
capital inveatxnent of about Us. 2/SCO czore. The cement 
industry has already spent Rs. 963 crore in the l a s t four years 
on modernization and expansion. With aid provided by World 
Bank and DANIDA# a human resource project with four regional 
training centres for meeting the trained manpower requirements 
of the industry i s being inplemdnted and i s in an advanced 
stage of itnplcpnentation. Nine training programmes have already 
been conducted. A p i l o t project for bulk transportation of 
70 
cement i s also being se t up in Kalamboli near Bombay. 
4) Policy For Mini Cement Plants; 
Mini cement plants play a v i t a l role in socio-ecMiomic 
development in India/ s izeable deposits of lime stone/ which 
i s the main raw-material required for the pix)duction of cement 
are spread over the country, in thc^e places where there are 
limited quantities of lime stone available/ and i t Is not 
possible to s e t up large plants/ the Government has decided 
71 to s tar t mini plants due to following reasons: 
i ) They help ut i l i za t ion of lirae-stone reserves, 
i i ) The gestation period in commissioning these units 
70. Oovemm&it of Indies India 1994 - A Reference Annuals 
Ministry of Industry & Broadcasting/ Public Division/ 
New Delhi/ pp.553-54. 
71. The Economic Tiroes Research BureausMini Cement Plants Pace 
Crisis/ The Boonomic Timea, 29th March 1990/ New Delhi /p. l4 
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i s Just about half o£ that of large units . 
l i l ) The Infrastructural requirements of the mini cement 
plants are much l e s s . 
iv ) The cement produced may be loca l ly distributed 
thus easing the conplicated distribution problem and 
transport bottleneck. 
v) There i s an inherent rural development and employ-
ment potential in these plants . 
v i ) The mini plants are having advantage of lower cost 
per installed tonne capacity. I t i s less than 75 
percent of the capital costs of the large units . 
v l i ) Fifty percent re l i e f in excise duty was offered to 
of fset the higher coat of production due to lack of 
rai l head and rai l l inkage f a c i l i t i e s for coal also 
to of fset the high cost of labour which i s about 
5 to 7 times more when conpared to major canent 
plants, keeping in mind a l l these advantages. The 
government i s providing a l l help to the mini plants 
and their expansion a l l over the country. 
CHAPTER - VII 
SUMMARY AND CONCLUSION 
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S H A P T E R - VII 
SUMMARY AND OPNCLUSION 
Basic loduatzles play a crucial ro le for both the 
development of agricultural and industrial sectors in the 
country, in our study we have selected three main basic 
Industries namely - Power/ Fert i l i zer and Cement Industries. 
These are the major agricultural inputs which have over the 
period of time contributed s i ^ i i f i c a n t l y towards the increase 
in agricultural and industrial production. Power industry 
Is the most useful and versat i le form of ^lergy needed for 
economic development of a country. This prime input has a 
very prominent role in agriculture^ industry* transport, 
commercial and domestic sector of national economy. PcSwer i s 
the most preferred foxm of energy due to i t s convenience both 
in i t s use as well as i t s generation, that i s why i t s demand 
and supply both have been Increasing much faster, compared 
to other forms of energies. Fert i l i zer i s one of the major 
agricultural inputs which has over the passage of time period 
contributed s igni f icant ly towards the Increase in agricultural 
production to f u l f i l the demand for food grains of increasing 
population. Cwent i s also a basic inputs, l ike power and 
f e r t i l i z e r * for economic development of every country in the 
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world and i t has importance for cx5nstructi«i a c t i v i t y on a 
large sca l e as construction o£ roads# buildings# bridges« etc . 
The pattern o£ industrialization introduced during the 
British rule in India served only British i n t e r e s t . I t did 
not result in the industrial development in India, only few 
industries l ike cotton^ jute# Iron & stee ls e t c . , developed 
but a systematic approach to industrialization was lacking 
as i t would have been detrimental to British i n t e r e s t . There 
was, thus/ lack of development of basic and s tra teg ic indus-
t r i e s . The country was mainly dependent on inports of oomno-
d l t l e s meant even for da i ly use. Just after independence, 
Pt.Jawaharlal Nehru, the f i r s t Prime Minister of India put 
great en^hasis upon the development of basic and heavy indus-
tries that was synonymous to industrial ization. Nehru's strategy 
of development made poss ib le for India to emerge as an Indus-
trial ized Nation in the world. This has resulted in the 
diversi f icat ion and expansion of India's industrial 
capacity and capabi l i ty . Government of India introduced 
several industrial po l i c i e s for industrial develop-
ment in the country. The f i r s t industrial po l i cy was 
adopted in 1948 on the pattern of 'mixed economy* in 
which there i s a scope for the growth of both public and 
private sectors . After 1948 industrial pol icy a number of 
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Significant changes were made in industrial po l icy to achieve 
the aims and object ives of Five Year plans. The f i r s t prio-
r i ty was given in second Five Year Plan for basic and heavy 
industries. The overall achievements of various Five year 
plans following the based tenets of industrial pol icy . I t 
can be r ight ly pointed out that under planning an effort has 
always been made to create a necessary socia l and economic 
Infrastructure in the country to provide an industrial base 
especial ly by fostering the development of basic and heavy 
industries , in the l a s t decade s ince 1985-86 Indian economic 
conditions were deteriorated very much. The industrial per-
formance of Sixth and Seventh Five Year Plans have been very 
hopeless she faced an acute cr i s i s of foreign exchange. The 
achievements have been far below the targets fixed in these 
plans. Therefore, the government of India announced a New 
industrial po l i cy to cope with the basic economic problems 
which were adversely affecting the Industrial developm&it 
in the country. 
The main objectives of New Industrial Policy i s bo 
strengthen the Indian industrial economy and to protect i t 
from the bureaucratic control* to introduce l iberal izat ion 
with a view to integrate the Indian Economy with the world 
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eccmomy, to remove reatrlctions on direct foreign Investment 
and also to free the domestic Intrepreneure fEoro the re s t r i c -
tions of MRIP Act 
The study i s focussed mainly on growth, perfbrmance 
and capacity ut i l i za t ion of power/ f e r t i l i z e r and cement 
industries in India from 1980 onwards. The study reveals a 
number of facts about the progress of these basic industries 
highlighting the pace of progress especial ly made in the post^ 
independence period. Though the cement industry started very 
l a t e i n comparison to two other selected industries and i t 
a lso surpassed the other two industries in i t s pace of pro-
gress . The pace of development keeping the level of produc-
tion and the quality of supply of ceiri^it have been more in 
re la t ive terms than what the production and quality of supply 
of f e r t i l i z e r s in the country. These three selected basic 
Industries have be^i progressing s teadi ly over the period 
of plemned economic devel<^>ment in the country. Though the 
increasing demand for each of these products try to be met 
by the domestic supply, a t the time of shortage of supply 
of any one of products espec ia l ly of f er t i l i zers met by 
iiqports. Since there i s no production of potassium f e r t i l i -
zer in the country. She always remains dependent upon 
loported amount of this ; f er t l l i zers . Cement Industry has 
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emerged as a most progressive basic industry. During this 
period the Industry raise the level of I t s production not 
only to cater the Internal demand £br cement but i t has also 
been exporting a good amount of cement to the neighbouring 
countries. For the country, l i k e India, i t la a gtx)d sign 
of searching out such item for earning some foreign exchange* 
Production and supply of power i s s t i l l not sat isfactory. I t 
tea been lagging behind the demand for e l e c t r i c i t y / wherever 
the e l ec tr i f i ca t ion has been extended. There i s a grave 
situation of voltage and frequency. Keeping a l l these things 
in view Government of India gave i t a special place in the 
new industrial po l icy . 
I t i s also observed from the study that the capacity 
ut i l izat ion in power industry i s very poor, i . e . , only near 
about 50 percent. The under capacity u t i l i z a t i o n of power 
industry in India was mainly due to plant load factors, poor 
quality of coal , old equipments and non-avai labi l i ty of 
raw-materials. The above analysis has also revealed t t e t 
in the case of f e r t i l i z e r industry, loss of production in 
Indian f e r t i l i z e r Industry was mainly due to equipments 
problem followed by raw-material shortages. The capacity 
ut i l i zat ion in f e r t i l i z e r Industry la l e s s than what i t i s 
207 
found In cement Industry. Therefore, there la need for 
Increasing capacity ut i l i za t ion in the f er t i l i zer industry 
in India for meeting growing demand for both nitrogenous and 
phosphatic f e r t i l i z e r s . I t i s very obvious from the study 
that these industries have however achieved a good progress 
but the cement industry in recent years marked with higher 
rate of progress. The Indian cement industry l i k e many other 
leading c^nent production countries started towards i t s 
modernization rapidly that helped development and expand in 
the Indian economy. The performance of cement industry to 
any extent largely affected by the depending industries 
espec ia l ly by power. 
on coii^arison i t has been well established that capa-
c i t y u t i l i za t ion i s a major problem of power industry. The 
power i s not self-oonflned but similar problem has also been 
created in other selected industries . If this problem i s 
anyhow solved in the power industry i t wil l also undoubtedly 
improve the s ituation of under-utilization in other industries 
The Government pol ic ies of these selected basic inJustriea, 
namely - power, f e r t i l i z e r and cement industries are multi-
dimensional and having mainly three main objectives, namely, 
raising production of these basic inputs improving the supply 
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condition increasing u t i l i za t ion capacity and encouraging 
the oonsumera and farmers to use the large amount for increa-
sing the production and productivity of industrial and agri -
cultural ooninodltles spec ia l ly of the foodgralns in the 
country. Government i s a lso provided subsidy on f e r t i l i z e r 
and on power for farmers and introduced decontrol pol icy of 
cement for users in the market. 
From the summary of power# f e r t i l i z e r and cement 
Indus tries« presented above the follovdng suggestions are 
essent ia l for the development of these selected basic indus-
tr ies which ultimately help in meeting the demands of the 
consumer sector and business sector of our country: 
i ) Government of India should provide good quality of 
coal and raw-materials to the power sector. There 
also should be replaced old technology and intro-
duced new technology and new equipments for 
Increasing the capacity ut i l i zat ion in these Indus 
t r i e s . Privatization i s a better pol icy for 
aicouraging the investm&it and expansion of these 
industries but the government must well control 
the industrial a c t i v i t y in interest of the coranon 
men in the country. 
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i i ) The amount o£ in|}ort should be allowed only to 
£111 the gap between the oonsunptlon and pixsduction 
of f e r t i l i z e r s . I f the domestic production becomes 
suff ic ient to meet the demand then the inf>ort 
should be checked. This wi l l help the development 
in the f e r t i l i z e r industry of India. This check 
wi l l a lso be a fruitful way to protect the foreign 
exchange. I t has also been found that when there 
was delay in rains, the power supply to the f e r t i -
l i z e r industry adversely affect the l eve l of 
production. I t wi l l be in the long-term interest 
of the country to exeapt f e r t i l i z e r industry from 
power cuts . 
i i i ) Cement industry has also similar problems l i k e 
shortages of raw-materials/ transportation f a c i l i -
t ieS/ good quality of coal, e t c . , a l l these should 
be provided at the right time for ful l capacity 
u t i l i za t i on . 
iv) For the healthy functioning and for attaining 
better results from any industry i t should operate 
without hinderances which ultimately determine th» 
rate of return and prof i t . 
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In this way we can say that a new techr»3logy and ski l led 
labour may help Increase capacity u t i l i za t ion in power, f e r t i -
l l z e r and cement industry. I t i s well known fact t t e t power 
(Electr ic i ty) i s a v i ta l point for any industry. So/ there 
i s urgent need to provide a l l f a c i l i t i e s to Increase capacity 
u t i l i za t ion in power industry. The suggested approach would 
also help to increase the returns of scarce resources espe-
c i a l l y of capital on the one hand and to spare such scarce 
resources for the development of any Industry on the other 
hand in the country. 
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